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THETICKER 


MUSEUM NEWS 


2020 State of the Museum 


The text below has been excerpted from 
David Cowen s remarks at the 2020 MoAF 
Gala. Please seepage 13 to read the remarks 
from the three Gala honorees. 


About a decade ago, Bill Donaldson 
and the late John Whitehead created the 
Museum’s Advisory Council to provide 
sage wisdom and advice, as well as to add 
stature to the Museum. The Council was 
comprised of a handful of their friends 
and colleagues, all of whom are legends in 
the financial industry. Tonight, we recog¬ 
nize Bill as he will move to chair emeritus 
of the Council. 

There are five worlds: for-profit, non¬ 
profit, academia, government and the mili¬ 
tary. Most people may have spent time in 
two or three of those worlds, but Bill is 
one of the few people I have ever met who 
can check all five boxes. For military, the 
Marine Corps; for government, chair of the 
SEC; for academia, founding dean of the 
Yale School of Management; for non-profit, 


chair of the Carnegie Endowment for Peace 
and Board chair of the NYSE when it was 
organized as a non-profit (as well as many 
others including our Museum); and in the 
for-profit world, Bill was the 
chair, president and CEO of 
Aetna, and of course found¬ 
ing partner of Donaldson, 
Lufkin & Jenrette (DLJ). [A 
framed DLJ stock certificate 
was presented to Bill Donald¬ 
son in recognition of his years of service to 
the Museum.] 

What does a finance museum look like in 
the 21st century? We have been thinking a 
lot about that since our flood two years ago 
and the closing of our main exhibit space. 
As you can see by our events postcard, we 
have lots of traditional programs and will 
soon be opening an exhibit in conjunction 
with the NYC Municipal Archives. 

So how are we breaking the mold of 
what our Museum can be? One way is with 
classic car tours of New York City. You 
may have noticed the 1930s era cars parked 
outside tonight, as we have partnered with a 
firm called Nowaday on the content of one- 
hour guided tours of Downtown New York. 
We also have several exhibits in firms repre¬ 
sented here tonight, including a fully digital 


currency exhibit featuring the collection of 
our trustee Mark Shenkman at PayPal head¬ 
quarters in both New York and San Jose, as 
well as an exhibit with traditional objects, 
including historical documents and stock 
tickers, at Citadel Securities in Chicago. We 
are also consulting on an exhibit to open in 
Times Square that features themes of New 
York, and we will provide the script and 
artifacts for the finance gallery. 

That does not mean we won’t pursue a 
traditional brick and mortar museum. Our 
vision is to be multi-city with a lighter foot¬ 
print in each. To that end, we have signed 
an agreement with the American Numis¬ 
matic Association (ANA), the congressio- 
nally-chartered organization dedicated to 
coins and currency, to explore opportuni¬ 
ties nationally while continuing to identify 
space in New York City. We’re incredibly 
excited about this partnership and believe 
the attraction of two premier organizations 
will be enticing to a number of cities. 

We will also continue to expand our 
financial education initiatives through our 
public and after-school programs. One 
example is the Museum Finance Academy, 
our free eight-week after school personal 
finance certificate course for high school 
juniors and seniors. This year the program 
was funded by Con Edison and included 
scholarship funds for the top performers 
based on testing and an essay competition. 

Our dream is to advance the legacy of 
financial history through the digitization 
of our collection. Our archive holds tens 
of thousands of documents and artifacts, 
including the nation’s premier 18th century 
collection, with objects such as Alexander 
Hamilton’s Report on Public Credit , which 
is the economic equivalent of the US Con¬ 
stitution. Once digitized, we will be able 
to use our collection to develop exhibits 
and educational programs that explain, for 
instance, how Hamilton created the eco¬ 
nomic system we live under that promotes 
the value of finance and free enterprise. 

Thank you for coming tonight, and for 
your ongoing support of the Museum’s 
mission. $ 



MoAF Chairman Dick Sylla and President David Cowen 
with Bill and Jane Donaldson at the 2020 Museum Gala. 



Message to Members 


David J. Cowen I President and CEO 
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MUSEUM NEWS 


Museum Honors Dan Schulman, James P. Gorman 
and Peter A. Cohen at 2020 Gala 


The Museum honored the achievements of financial leaders in 
both the public and private sectors with three important awards at 
its 2020 Gala on February 24. More than 500 people attended the 
Gala dinner at Cipriani Wall Street, which raised more than $1.6 
million to support all aspects of the Museum’s mission to promote 
financial education by preserving, exhibiting and teaching about 
American finance and financial history. 

The Schwab Award for Financial Innovation, which recognizes 
individuals who have introduced new markets or new financial 
instruments to our financial system, was presented to Dan Schul¬ 
man, President and CEO of PayPal. The Whitehead Award for 
Distinguished Public Service and Financial Leadership recognized 
the significant contributions of James P. Gorman, Chairman and 
CEO of Morgan Stanley. A third award, the Museum of American 
Finance Lifetime Achievement Award, was introduced at the 2020 
Gala and honored the achievements of Peter A. Cohen, Chairman 
and CEO of Andover National Corporation. $ 



More than 500 people attended the Museum's 
2020 Gala on February 24 at Cipriani Wall Street. 



Left to Right: MoAF President David Cowen, PayPal CEO 
Dan Schulman, Andover National Corporation CEO 
Peter A. Cohen and MoAF Chairman Dick Sylla. 



Left to Right: MoAF Chairman Dick Sylla, Gala Co-Chair and 
former President of the New York Fed Bill Dudley, MoAF President 
David Cowen and Morgan Stanley CEO James P. Gorman. 



Dan Schulman receives 
the Schwab Award for 
Financial Innovation. 



James P. Gorman 
receives the Whitehead 
Award for Distinguished 
Public Service and 
Financial Leadership. 



Peter A. Cohen, recipient 
of the Museum's Lifetime 
Achievement Award, 
speaks at the 2020 Gala. 
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MUSEUM NEWS 


MoAF and NYC Department of Records 
and Information Services Open Exhibit 
on the History of NYC Water 


On March 5, the Museum and the NYC 
Department of Records and Informa¬ 
tion Services opened “Ebb & Flow: Tap¬ 
ping into the History of New York City’s 
Water,” an exhibit that explores the his¬ 
tory of bringing clean water to New York 
City, while highlighting the story of the 
Manhattan Company. 

New York City is famous for having 
great-tasting, clean drinking water. Man¬ 
aged by the Department of Environmental 
Protection (DEP), New York City’s water 
is delivered from a watershed that extends 
more than 125 miles from the city and com¬ 
prises 19 reservoirs and three controlled 
lakes. Approximately 7,000 miles of water 
mains, tunnels and aqueducts bring water 
to homes and businesses throughout the 


g?b& 

Plow 

Tapping into 
the History of 
New York City's Water 

five boroughs, and 7,400 miles of sewer 
lines take wastewater to 14 in-city treat¬ 
ment plants. 


“Ebb & Flow” examines nearly 200 years 
of the city’s efforts to deliver clean water 
to residents and how the city built such an 
impressive water system. Along the perim¬ 
eter of the exhibit, visitors will discover 
the history of bringing clean water to New 
York City. The story of the Manhattan 
Company—founded by Aaron Burr and 
the predecessor to the largest bank in the 
United States—is highlighted in the center 
of the exhibit, shedding light on a most 
tumultuous time in the city’s water history. 

“Ebb & Flow” will be open to the public 
free of charge through September 1, 2020 
at 31 Chambers Street, Room 111, in Lower 
Manhattan. The exhibit is open Monday 
through Friday, from 9 a.m.-4 p.m., and 
every other Saturday. $ 


PayPal Unveils Digital Version of "America in Circulation" 



On December 18, the Museum and PayPal hosted the opening of a digital version of the Museum's "America in 
Circulation: A History of US Currency Featuring the Collection of Mark R. Shenkman" exhibit at PayPal headquarters 
in New York. The exhibit, which was originally displayed in the Museum's 48 Wall Street gallery, was adapted into a 
large touchscreen exhibit that is currently on view in PayPal's two US headquarters, in New York and San Jose. 
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MUSEUM NEWS 


Museum Announces Winners of 
Fall 2019 MFA Merit Scholarships 


MoAF Teams Up 
with Nowaday 
on Vintage 
Car Tours of 
Downtown 
New York 



In February, the Museum announced 
the launch of a new tour program, in 
partnership with the experience company 
Nowaday. Their Downtown Manhat¬ 
tan vintage car tour, which the Museum 
helped develop, brings the origination sto¬ 
ries of New York City and the American 
financial system to life. 

Nowaday’s fleet of classic cars from the 
1920s and 1930s have been fully restored 
with new interiors and engines, A/C, heat 
and seat belts. Many of the car roofs have 
been replaced by glass panels, enabling 
tour participants to have spectacular 
views on the one-hour tours of the city. 
Highlights of the Downtown tour include 
Wall Street/NYSE, Charging Bull, Trinity 
Church, Delmonico’s and Fraunces Tav¬ 
ern, as well as the South Street Seaport, 
Little Italy and Chinatown. 

All tour participants receive tote bags 
with items that bring the tour to life, 
including authentic historical stock certif¬ 
icates, generously provided by Scripophily 
.com, and replicas of a 1729 New York City 
map from the Museum’s collection. 

For more information, or to book a 
Nowaday tour of Downtown New York, 
please visit www.nowaday.com/products/ 
nyc-downtown-tour. $ 


The Museum is proud to announce 
that Mawufemor Garfo and Yenka Silber- 
stein have received the Museum Finance 
Academy’s (MFA) merit scholarships for 
the Fall 2019 semester. 

Mawufemor Garfo is a 16-year-old senior 
attending Bronx International High School. 
Originally from Ghana, he aspires to attend 
Cornell University and pursue a career 
in Software Engineering. He loves editing, 
coding, reading, exploring new ideas and 
taking risks. In his leisure time, he plays 
basketball, soccer and volleyball. 

Yenka Silberstein is a 15-year-old junior 
at Manhattan Centre for Science and 
Mathematics. He plans to attend a leading 
university and work in investment bank¬ 
ing with the goal of subsequently moving 
into asset management. He is passionate 
about financial education and has started 



a project to educate underprivileged chil¬ 
dren about how to manage their money 
to ensure they have a prosperous financial 
future. In his free time, Yenka plays chess 
and has competed in tournaments in Bar¬ 
celona (winning a regional junior title in 
2012-13) and Australia. 

The MFA is the Museum’s free eight- 
week personal finance certificate course 
for 11th and 12th graders with the goal 
of teaching students to aspire to finan¬ 
cial independence through developing 
an appreciation for savings, establish¬ 
ing financial goals and learning to avoid 
scams. Upon completion of the program, 
all students receive a certificate of comple¬ 
tion, and the top two students receive 
partial college scholarships. The Museum 
is grateful to Con Edison for its continued 
support of the MFA program. $ 



> 


The Museum is proud to announce that Mawufemor Garfo (left) and Yenka Silberstein (right) 
have received the MFA merit scholarships for the Fall 2019 semester. 
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2020 GALA SUPPORT FROM THE FOLLOWING 
GENEROUS DONORS IS DEEPLY APPRECIATED 


PLATINUM 

• Citadel 

• Citadel Securities 

• Cohen Family Foundation 

• Morgan Stanley 

• PayPal 

GOLD 

• BlackRock 

• Charles Schwab & Co., Inc. 

• Cravath, Swaine & Moore LLP 

• Davis Polk & Wardwell LLP 

• John Flerzog 

• S&P Global 

SILVER 

• Chubb 

• Citi 

• Co wen 

• William H. and Jane P. Donaldson 

• Fitch Group 

• Houlihan Lokey 

• Glenn Kaufman 

• Protiviti 

• The Richard S. & Karen LeFrak 
Charitable Foundation, Inc. 

• Joe Ricketts 

• Verne 0. Sedlacek | William Penn 
Foundation 

• Shenkman Capital 

• Smith Affiliated Capital 

• The Starr Foundation | GWNY 

• Richard Sylla 

• Tegral 18 


SPONSOR 

• Anonymous 

• Bloomberg Philanthropies 

• Broadridge Financial Solutions Inc. 

• Con Edison 

• Crystal Financial Institutions, 
div. of Alliant 

• Edelman 

• Ernst & Young LLP 

• Goldman Sachs 

• Martha Clark Goss 

• ING Financial Holdings Corporation 

• JPMorgan Chase & Co. 

• Carol Kaimowitz 

• Joe Moglia 

• Moody's 

• NYSE 

• Sard Verbinnen & Co 

• Karen Seitz 

• TIAA 

• VanEck 

• Vested 

• Charles V. Wait 

• Wells Fargo 

DONORS 

• ArmaVir Partners 

• Dr. Ben S. Bernanke 

• Michael Boxer 

• Scott A. Carlson, Brown Advisory 

• Carter Ledyard & Milburn LLP 

• Andrea de Cholnoky 


CLK Properties 
Joe Cohen, AXIS 
John Davidson 
Peter Davis 

Jennie & Richard DeScherer 
Fisher Development Assoc LLC 
Flooring Solutions Group LLC 
FTI Consulting 
Dick Fuld 

Richard & Keri Gorsky 

Gulfstream Aerospace Corporation 

Cory Gunderson 

Mr. & Mrs. Stephen and 

Barbara Fleyman 

Timothy L. Kubarych 

Mitti Liebersohn 

Consuelo Mack 

Phyllis and William Mack 

Elizabeth P. Munson 

Ed Murphy 

Saybrook Capital 

Anthony Scaramucci 

Tim Schantz 

Nicholas Silvers 

Flardwick Simmons 

Taylor Wagenseil 

William and Anne 

Harrison Foundation 


== CITADEL 

BlackRock 


== CITADEL | Securities Morgan Stanley P PayPal 



Cravath Davis Polk S&P Global 


CHUBB 


Cltl COWEN FltchGroup © protiviti* ^shenkman SAC 5^0023™™™] 

HOULIHAN LOKEY 
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TRIVIA OU 


HOW MUCH DO YOU KNOW ABOUT FINANCIAL HISTORY? 



1. In what year did the US dollar bill 
shrink from 7.5"x 3.125"to its current 
size of 6.14"x 2.61"? 

2. For what purpose was The Manhattan 
Company, predecessor of today's 
JPMorgan Chase, founded in 1799? 

3. What do all Treasurers of the United 
States since 1949 have in common? 

4. When was gold discovered in 
the Yukon Territory? 

5. Who was US President during 
the Crash of 1987? 

6 . Which two collectible US coins will 
be redesigned in 2021 to include 
anti-counterfeiting features? 

7. Which US Secretary of the Treasury 
served the longest term? 

8 . What financier, who created the 
world's first index mutual fund, 
had a heart transplant in 1996? 

9. Who was the first governor 
of the Federal Reserve? 

10. Where was the "Fearless Girl" 
statue relocated, after it was 
moved from its position in front 
of the "Charging Bull"? 


3SAN am jo Juojj u| *o l uiilugh ‘S S0|jeqg *6 
0 | 6 og (pep ui|Of8 1zL8L-L08L ujojg 
/ upe||e9 U0qiv 'L 0|6eg p|O0 ubouowv 0i|l 
pue 0|6eg J0A|!S ubououuv 9L|l *9 ue6e0y 
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EDUCATORS' PERSPECTIVE 


Wild West Finance: The Maxwell Land Grant 


By Brian Grinder and Dan Cooper 

The hungry young fugitive scampered 
down the dark street in his stocking feet, 
a butcher knife in his left hand and a 
pistol in his right. A freshly butchered 
bovine hanging on the porch of the Max¬ 
well house was his destination, but as he 
neared the home, he stumbled upon two 
strangers waiting outside. 

“Quien es?” he asked as he leapt to the 
porch and backed into the open door lead¬ 
ing to Peter Maxwell’s bedroom. Near¬ 
ing the bed, he queried Maxwell, “Who 
are those fellows outside, Pete?” Maxwell 
bolted upright in his bed and shouted, 
“That’s him!” 

The startled intruder, noticing another 
figure lurking in the shadows, sprang 
back and shouted, “Quien es? Quien es?” 
The response was a blast of gunpowder as 
sheriff Pat Garrett, recognizing the voice 
of William H. Bonney, aka “Billy the Kid,” 
got off two shots at the confused outlaw 
who hesitated in the dark. 

Garrett and Maxwell 1 both bolted from 
the room and re-entered it only after 
the Kid’s death was confirmed. The next 
morning, Bonney was buried in the same 
cemetery where Lucien Bonaparte Max¬ 
well, Peter Maxwell’s father, had been laid 
to rest six years earlier in an unmarked 
grave. Peter reportedly had one of his 
employees fashion a crude wooden slab to 
identify the Kid’s grave. The slab was soon 
replaced with a “handsome headstone.” 

While thousands still flock to Billy the 
Kid’s grave every year, very few know 
Lucien Maxwell’s story. Maxwell’s grave 
remained unmarked for decades. When a 
headstone was finally erected in 1949, histo¬ 
rian Herbert O. Brayer lamented, “If you’re 
a famous bandit, they’ll build a monument 
to you, but if you’re a builder they won’t 
do a thing.” Lucien Maxwell was a builder. 

The elder Maxwell began his adult life 
as a mountain man working in the fur 
trade and consorting with fellow moun¬ 
tain man Kit Carson, whom he probably 
met in Taos, New Mexico. Both Car- 
son and Maxwell accompanied John C. 


Fremont on his first western expedition. 
Carson served as a guide and Maxwell 
as a hunter. Maxwell joined Fremont on 
at least one additional expedition before 
settling down in Taos. 

In 1844, the penniless wanderer met 
and married Marfa de la Luz Beaubien, 
the 13-year-old daughter of prominent 
Taos merchant Charles Beaubien. Beau¬ 
bien and his partner, Guadalupe Miranda, 
had recently negotiated an agreement with 
New Mexico’s territorial governor, Man¬ 
uel Armijo, granting them title to a huge 
tract of land in northeastern New Mexico 
and southeastern Colorado known as the 
Beaubien/Miranda land grant. The land 
grant was to play a huge role in Maxwell’s 
life and would eventually bear his name. 

Charles Beaubian’s eldest son, Narcisco, 
was killed in the Taos Rebellion of 1847. 
The following year saw the end of the 
Mexican-American War and the trans¬ 
fer of New Mexico to the United States. 
Miranda, a loyal citizen of Mexico, sold 
his interest in the land grant to Maxwell 
and left the territory. Developing the grant 
now fell to Maxwell. 

Maxwell’s five sisters-in-law, who had 
clear property rights under Mexican law, 
all sold their interests on the grant to Max¬ 
well at below market prices. Under US law, 
according to historian Maria E. Montoya: 

.. .the Beaubien sisters would not have 
retained control over the estate at all: 
their husbands would have had legal 
control over the land. Their right to use 
the land in any manner they thought 
proper would have been worthless if 
conflict ever arose between the sisters 
and their respective spouses. This would 
have been particularly true for Elea¬ 
nor Beaubien Trujillo, whose marriage 
ended in divorce... The sisters may have 
sold as a rational reaction to the likeli¬ 
hood that US law had already stripped 
them of the rights they were waiving 
with quitclaim deeds to the Maxwells. 
While the women could hold cash as 
their own personal property, they could 
not hold land. 



Lucien B. Maxwell 


In all, Maxwell paid about $50,000 for 
a land grant of uncertain size. The borders 
were ill-defined in the original grant and 
had never been surveyed. Moreover, it 
was not clear whether the grant, which 
was created under Mexican law, was valid 
under US law. 

Maxwell moved on to the grant in 
1848 and began developing it. Initially he 
settled in Rayado, but he later moved his 
operations to Cimarron. At first Maxwell 
had no interest in determining the exact 
borders of the grant. There was plenty 
of land to support both Maxwell and the 
settlers he encouraged to move onto the 
grant. 

Maxwell made a decent living ranching. 
He was the primary supplier of beef and 
grain to the Cimarron Indian Agency and 
to US Army troops stationed in north¬ 
eastern New Mexico. Maxwell’s spacious 
homes in Rayado and Cimarron were 
well known for hospitality. No one was 
ever charged for a meal or overnight 
accommodations. 

He was generous but imperfect. He was 
often harsh with his Mexican employees, 
but he built a solid reputation among the 
local Jicarilla Apache tribes as a friend 
and ally. There was no doubt who was in 
charge of the vast area east of the Sangre 
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EDUCATORS' PERSPECTIVE 



The Maxwell house in Fort Sumner, New Mexico. 



Map of the Maxwell Land Grant territory, May 19,1879. 


de Cristo Mountains until gold was dis¬ 
covered in 1867. 

Largely ignored until the discovery of 
gold, Maxwell’s remote kingdom now 
attracted the interest of foreign investors, 
and Maxwell suddenly became interested 
in determining the exact boundaries of 
his grant. Maxwell biographer Laurence 
L. Murphy writes, “There is evidence that 
Lucien’s interpretation of the [grant’s] 
western boundary changed as the size and 
value of the mines grew...” In early 1868, 
Maxwell employed an agent to collect 
leases from mining claims on the western 
end of the grant. He also engaged in min¬ 
ing himself, increasing his net worth, and 
making himself one of the richest men in 
the territory of New Mexico. 

In spite of his good fortune, Maxwell was 
growing tired of the pressures of adminis¬ 
tering the grant. He was forced to deal with 
constant problems at the Indian Agency. 
Furthermore, uninvited homesteaders 
from the United States began to move onto 
grant land after New Mexico became a US 
territory. He once offered to sell every¬ 
thing to a couple of his friends for a mere 
$200,000. One of those friends, John Dold, 
later testified that he didn’t think the prop¬ 
erty was worth it. Gold changed everything. 

Maxwell decided to sell the grant, but 


two issues needed to be addressed before 
the sale could be made. First, the grant 
needed to be surveyed, and second, Max¬ 
well needed to establish clear title to the 
land. A survey undertaken in 1869 found 
that the grant contained nearly two mil¬ 
lion acres. The survey was conducted by 
parties friendly to Maxwell and would 
remain in dispute until a US Supreme 
Court ruling in 1887 accepted its findings 
and validated the grant. 

Maxwell and his associates were able 
to sell the grant in early 1870 to a group 
of British investors without having clear 
title to the land. This was accomplished 
by ignoring the opinion of Secretary of 
the Interior, Jacob D. Cox, that the grant 
by law could be no more than 97,000 
acres, and by implying that Congress had 
approved the grant. Montoya contends 
that, “.. .the English purchasers and bond¬ 
holders, who were too remote in terms of 
both geography and access to information 
to grasp the sellers’ duplicity...remained 
unaware of their investment’s tenuous 
underpinnings. ” 2 

Maxwell received $650,000 for his 
grant holdings, moved to the abandoned 
Fort Sumner where he remodeled and 
expanded one of the officer’s houses, and 
settled into semiretirement. In late 1870, 


he helped found the First National Bank 
of Santa Fe and became the bank’s first 
president. However, a man who spent his 
entire life in the outdoors as a mountain 
man and rancher found it difficult to 
adjust to the world of banking. He soon 
lost interest and sold his shares to his part¬ 
ners in the venture. 

Maxwell’s subsequent investments in sil¬ 
ver mining and railroads were unsuccessful. 
When he died in 1875, his fortune, though 
diminished, was substantial and allowed 
his wife to live a comfortable life until her 
death in 1900. Except for the killing of Billy 
the Kid in her Fort Sumner home, Luz lived 
out her days in relative peace. 

Lucian Maxwell founded towns, settled 
a large portion of the southwest, worked 
as an advocate for the land’s original 
inhabitants and helped establish a banking 
system for New Mexico. Although largely 
forgotten today, Maxwell deserves to be 
remembered for his role in the growth 
and development of northeastern New 
Mexico. $ 

Brian Grinder is a professor at Eastern 
Washington University and a member 
of Financial History’s editorial board. 
Dr. Dan Cooper is the president of Active 
Learning Technologies. 


www.MoAF.org | Winter2020 | FINANCIAL HISTORY 11 
















EDUCATORS' PERSPECTIVE 


Sources 

Brayer, Herbert O. William Blackmore: The 
Spanish-Mexican Land Grants of New Mex¬ 
ico and Colorado 1863-1878, Volume I. Brad- 
ford-Robinson: Denver, CO. 1949. 

Dary, David. Entrepreneurs of the Old West. Uni¬ 
versity Press of Kansas: Lawrence, KS. 1986. 

Keleher, William A. Maxwell Land Grant: Fac¬ 
simile of 1942 Edition. Sunstone Press: Santa 
Fe, NM. 2008. 

“L.B. Maxwell to be Honored Today as Empire 
Builder.” El Paso Times , 31. May 29,1949. 

Montoya, Maria E. Translating Property: The 
Maxwell Land Grant and the Conflict over 
Land in the American West, 1840-1900. Uni¬ 
versity Press of Kansas: Lawrence, KS. 2005. 

Murphy, Lawrence R. “Lucien B. Maxwell: The 
Making of a Western Legend.” Arizona and 
the West 22,109-124.1980. 


_. Lucien Bonaparte Maxwell, Napoleon 

of the Southwest. University of Oklahoma 
Press: Norman, OK. 1983. 

Nolan, Frederick W. The West of Billy the Kid. 
University of Oklahoma Press: Norman, 
OK. 1998. 

Potter, Jack. “Death and Burial of Billy the 
Kid,” in Frederick W. Nolan, ed.: The Billy 
the Kid Reader. University of Oklahoma 
Press: Norman, OK. 2007. 

Utley, Robert M. Billy the Kid: A Short and 
Violent Life. University of Nebraska Press: 
Lincoln, NE. 1989. 

Notes 

1. According to Maxwell, “I realized that I had 
three chances at being killed on the spot in 
the next instant. First by being between the 
two men; next, when the Kid fell forward, 
the butcher knife he had used to cut meat 


plunged close to my chest; and last, as I got 
out of bed to escape, I was stopped at the 
door by Deputy John Poe with his .45 in 
my stomach. The Deputy thought I was the 
Kid. I had a lot of explaining to do, pronto!” 

2. The British investors organized The Max¬ 
well Land Grant and Railway Company 
to oversee the grant. The company was 
doomed from the beginning, as it was 
unable to deal successfully with existing 
settlers who often resorted to violence 
in response to the company’s edicts. The 
Panic of 1873 and the demand that the 
company pay back taxes of $12,500 to 
the territory of New Mexico forced it to 
declare bankruptcy in 1876. The grant 
was then sold by the New Mexican gov¬ 
ernment at auction to a group of Dutch 
investors who, though well capitalized, 
were no more successful than the British 
at managing the grant. 
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WORDS of WISDOM 

Excerpts from the Remarks 
Delivered at the 2020 Museum Gala 


At the 2020 Museum of American Finance Gala on February 24, the Museum honored Dan Schulman with the Schwab Award for 
Financial Innovation, James P. Gorman with the Whitehead Award for Distinguished Public Service and Financial Leadership, 
and Peter A. Cohen with the Lifetime Achievement Award. Prior to the award ceremony, Bill Donaldson was honored for his years 
of service as a founding member and co-chair of the Museum's Advisory Council, as he moved to emeritus status of that group. 
Excerpts from the remarks delivered that evening are published below in the order in which they were presented. 


DAN SCHULMAN 

President & CEO, PayPal 



To the Museum of American Finance, 
thank you very much for this honor 
tonight. To my fellow honorees, it is an 
honor to be here with you as well. I think 
it’s an interesting time to be accepting this 
award from a museum because museums’ 
charge really is to chronical history. And if 
you think about the history of companies, 
and you think about the history of finance 
and you think about the history of capital¬ 
ism, I think we are at a turning point in all 
of those things. 

If you look at the state of our country 
today, it’s clear that capitalism needs an 
upgrade. Now, don’t get me wrong, I 
am a big capitalist. I believe in capital¬ 
ism. But like everything else, it needs 
to be improved because right now. The 
system is not working. There are 185 mil¬ 
lion Americans who basically suffer from 
financial distress. That means every single 
day, they worry about how they’re going 


to make ends meet. They worry if they 
should pay their healthcare benefits for 
their kids or put food on the table. 

Two-thirds of Americans have prob¬ 
lems making ends meet at the end of 
the month. And this is the first genera¬ 
tion ever that, when you poll them, does 
not believe that they will be better off 
than their parents. The bedrock of the 
American Dream is that if you work hard 
enough, you’ll get ahead. The dreams that 
we have for our kids, they’ll fulfill them, 
and they’ll move ahead and have a better 
life than we did. 

And, so, I believe right now that this 
is seeping into our politics, obviously. 
Four years ago, you had quite a number 
of people vote, I think, against the system. 
Not necessarily for an individual, but 
against the system. Because they did not 
believe that democracy was working for 
them or the current system was working 
for them. And, now, here we are four years 
later, and it looks likely at this point that 
you’re going to have on the left a candi¬ 
date that’s anti-establishment as well. And 
why? Because people don’t believe that the 
system is working for them. 

My favorite quote about democracy is 
that democracy needs to be more than two 
wolves and one sheep voting on what to 
have for dinner. What it basically means 
is that for democracy to flourish, you 
need to rise above your own self-interest. 
But how can you rise about your own 
self-interest when you are struggling to 
make ends meet every single day? When 
you worry about the future of your kids 
and you really are struggling to have your 
dreams kept alive. 


Now I think about this all the time. And 
I think that we, in this room—who either 
run businesses, are the CEOs of businesses 
or are parts of businesses—we have an 
obligation to stand up and stand for more 
than just making money. 

Many of you in this room are share¬ 
holders of PayPal, and I know you are 
happy shareholders of PayPal, but here’s 
what I believe. I believe it is essential that 
CEOs and companies be servants to mul¬ 
tiple stakeholders, whether they be our 
employees, our customers, our environ¬ 
ment or whether it be the communities 
that we serve. We have to look at all of 
these stakeholders (obviously, including 
our shareholders), and treat them in a dif¬ 
ferent way than just maximizing our profit 
over the short-term. 

I really believe we’re entering an era 
that I call reverse Friedman-ism, where 
we’re not just maximizing profits, but 
we are maximizing both the purpose of 
a company and profits at the same time. 
And I know there are probably a lot of 
you in this room who think that profit 
and purpose are at odds with each other. 
And I fundamentally disagree with that 
assertion. 

I think if you want to be a great, endur¬ 
ing company over the long run, you have 
to have an inspiring, noble mission as 
a company. You need to have a diverse 
workforce, and your employees need to 
feel financially secure and have a degree of 
financial health. 

My view from a PayPal perspective and 
from my perspective is that we need to put 
our employees first. My view is that if you 
treat your employees with a mission that 
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inspires them and makes them passionate, 
you pay them well enough no matter what 
level they are in the company (entry level, 
call center, managers) and you make them 
owners of your company, then the best 
employees will flock to your company. 
And I don’t care what our strategy is at 
PayPal—if we don’t have great, inspired 
employees, we will fail because we need to 
innovate constantly in this dynamic world 
of technology and payments and financial 
services. 

And, so, for me putting employees first 
is not putting shareholders second. It is 
actually assuring that over the medium- 
and long-term, we maximize the success 
of PayPal and turn it into a great company. 

I just want to wrap up by saying that 
this honor, and all of you, inspire me. And 
I hope I inspire all of you to really stand 
up and take a moral stance on what we 
in the financial services industry can do, 
because there is so much we can do to 
help underserved populations. Thank you 
very much for this honor, and thank you 
for being here. 


JAMES P. GORMAN 

Chairman & CEO, Morgan Stanley 



I want to thank all of our friends here for 
supporting the Museum. The Museum 
does great work and helps explain to the 
broader world what the financial industry 
does and how important it is to a well¬ 
functioning economy, so I appreciate all 
of our friends for coming out tonight and 
supporting the Museum. 

We actually have a table here of our 
young professionals who spent some time 
last summer working on something we call 


our “Strategy Challenge,” which is where 
a bunch of our young vice president- 
equivalent individuals spend time working 
with not-for-profits on trying to help them 
make their organizations better. So I thank 
all of them for joining us. 

I’ve known and admired Dan (Schul- 
man) not just for his ability to dress casu¬ 
ally and look great, or his avid martial arts 
skills, but for his extraordinary business 
acumen. And, Peter Cohen, whose career 
I’ve tracked for 30+ years, has been an icon 
in the industry. And Bill Donaldson, who 
not only took the first Wall Street firm 
from private partnership to public, which 
was unheard of. I’m deeply honored to 
share the evening with these gentlemen. 

John Whitehead appeared at Columbia 
Business School when I was a student 
there in 1987, and he had the Whitehead 
commandments at that point. They were 
effectively the rules of doing business, 
and there were two of them that par¬ 
ticularly stood out to me. One was that the 
respect of one man is worth more than the 
acquaintance of 100. And the second was 
if you get business, it’s up to you to see 
that it’s done properly. I’ve always valued 
those qualities notwithstanding the com¬ 
petitive nature of our organizations. To 
be here accepting the Whitehead Award, 
given those qualities, is a particular honor. 

I’ve come a long distance, both figu¬ 
ratively and literally, growing up in Mel¬ 
bourne, Australia. I was a complete dis¬ 
appointment to my parents, who when I 
was 12 years old they brought me to the 
living room, and my father said, “James, 
I want you to be an engineer.” And I 
had no interest in being an engineer. I 
looked to my mother with pleading eyes, 
hoping that she would offer something 
a little more comforting, and she said, “I 
would like you to be a priest.” So I said, 
“I’m going to be a lawyer.” I thought that 
would please both parties just enough 
and equally offend both parents. When 
I decided to come to America, my father 
said, “I had no idea you were interested 
in sales.” 

What Dan was talking about tonight 
really struck a chord. We’re in an industry 
which carries a special burden. Before 
many of you were born, a lot of banks 
were nationalized. They don’t have a right 
to exist simply because of their good busi¬ 
ness skills because if they get in trouble, 


as we saw in the Financial Crisis, the only 
one who can bail them out is the govern¬ 
ment. And the government is the people. 
We are the people. Banks exist because the 
people allow them to exist, and sometimes 
we forget that. 

Our role is to be conduits of capital— 
to help issuers and investors meet, and 
to help savers and borrowers meet. We 
have three obligations in doing that. One 
is to do it at a fair price. The second is to 
do it without discrimination as to who 
those people are. And the third is to do it 
without taking unnecessary risk. These are 
three pretty reasonable asks from society 
of those whose job it is to be this conduit of 
capital. We’re supposed to fulfill our part 
of the bargain. 

As we saw 12 years ago with the crisis, 
it can be catastrophic when you don’t. 
And like in the Jimmy Stewart film, It’s a 
Wonderful Life , when Mrs. Jones stands 
up at the window wanting her cash, if it’s 
already been lent out to somebody for 
their mortgage, then it doesn’t exist in the 
bank. And that’s where the government 
has got to step in; if trust fails and people 
want their money, and you have a run on 
the bank. 

Our own firm had spent 73 years accu¬ 
mulating $32 billion of capital. That’s a lot 
of hard work from a lot of giants on whose 
shoulders we stand. 11 traders on one desk 
destroyed $11 billion of that $32 billion in 
three months because they had the asym¬ 
metric risk. If they failed, all they did was 
lose their jobs. If they succeeded, they got 
well-paid. The problem was that if they 
failed, they lost $11 billion of our capital. 

So it really gets back to culture. Bill 
Dudley led a cultural challenge to the 
industry. I remember one speech where 
he said it’s not a question of are there bad 
apples, but are there bad barrels? And I 
took that personally to make sure that 
Morgan Stanley would never be a bad 
barrel. We will always have—with 60,000 
people—problem children. If you have a 
town of 60,000 people in America, you 
have a police force and a jail. But the ques¬ 
tion is, is the whole town bad? 

And our job as leaders is to make sure 
that we keep the culture pure. So, the 
question is (and it sort of synchs with what 
Dan was saying), “Is money the objective 
or the outcome?” And the essence of a 
great organization is one that’s wired to 
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do the right thing. And the right thing is 
to meet your objective function, which is 
to provide value to your clients. Money 
becomes the outcome. It’s when organiza¬ 
tions make money the objective and not 
the outcome is when things go awry. And 
that’s what we lived through. 

So, it turns out one of our core values is 
to do the right thing. It turns out that’s the 
embodiment of John Whitehead’s busi¬ 
ness and political career. And I’m deeply 
appreciative to receive this honor in his 
name. 


PETER A. COHEN 

Chairman & CEO\ 
Andover National Corporation 



I want to thank everyone who’s here 
tonight for coming. Bill Donaldson, you 
went public when I was in Bermuda. 
Sandy Weill called and said, “Get home, 
we’re going public.” We were one of the 
three that actually went public at that 
time, which is the principal reason Shear- 
son became the firm it became—because 
we had permanent capital, and you (Bill) 
inspired us, so I want to thank you for 
that. 

Dan (Shulman), you were so inspiring. 
It’s something I’m really going to take to 
heart and think about how I can incor¬ 
porate it into what I’m going to be doing 
going forward. And, James (Gorman), as 
I said to you before, Morgan Stanley has 
always held a special place in my heart 
because when we were a very small firm 
in the early ’70s—CBWL-Hayden Stone— 
nobody took us seriously. We merged 
with Shearson Hammill in 1984. Some¬ 
body wrote in Barron s that this was like 


rearranging the deck chairs on the Titanic. 
And the guys at Morgan Stanley were 
always very supportive of us and I am very 
proud of the fact that much of our ex¬ 
sales force resides now at Morgan Stanley 
under James’s control and leadership. 

I want to thank my friend, Karen Seitz, 
who introduced me to the Museum and 
has really inspired me to want to be more 
involved. The more I thought about it, 
the more I realized how important the 
Museum was. It’s irked me my entire 
career that every time I’m interviewing 
people for a position, I ask them what 
they know about the history of the busi¬ 
ness, and I find that they know nothing. 
Nobody takes the time to read it, study it 
or understand it. And I think it’s really a 
shame that we don’t inspire this in young 
people who want to come to work in the 
industry. 

The Museum is very important because 
it does represent the history of the coun¬ 
try. Without the (financial) history, we 
wouldn’t be the country we are today. 
And you can track it in so many ways. 
One of the interesting things I learned as 
I was getting ready for this was that we 
all think that New York was the epicenter 
of finance back in the day, back when 
Hamilton laid out the framework that 
he envisioned for the financial markets. 
But we weren’t it; it was Philadelphia. 
Philadelphia was the number one city for 
finance up until 1817. And I don’t think 
they get enough credit for it. 

Nevertheless, we started the stock 
exchange here in 1792. The first one failed. 
Then 24 people got together and made a 
pact, and the second one succeeded. But 
it wasn’t the New York Stock Exchange. 
That didn’t happen until 1817, and it’s been 
going on ever since. 

The conclusion one has to come to is 
the financial system, which is made up of 
banks, brokers, insurance companies and 
all manner of financial intermediaries, 
is unique in this country and the world. 
There is nothing that’s ever been like it, 
and I think there never will be anything 
quite like it. 

I want to jump ahead and talk about 
what I think are the seminal events that 
have allowed us to get to where we are 
today, which really occurred in the 1970s. 
We couldn’t be—whether it’s the banking 
system or the securities business—what 


we are, had it not been for Intel introduc¬ 
ing the microprocessor. Because we didn’t 
have the capability of processing the busi¬ 
ness that we were doing in the ’60s. In 
1962, we had a market crash, and the tape 
ran four and a half hours late. Nobody had 
any idea what prices were. In ’87 during 
the crash, when they already had [better] 
technology, the tape ran about 20 minutes 
late. It still wasn’t great. 

But with the microprocessor we were 
able to build the back-office systems that 
we needed and the pipes we needed to 
grow this business almost infinitely. If you 
look back to the early ’60s, volume could 
be three to five million shares a day; in 
the ’70s it could be 15-17 million shares a 
day; and we now average about 6.5 billion 
shares a day in the markets in the United 
States. 

Without that major thrust from tech¬ 
nology, financial services and the financial 
industry wouldn’t be what it is today. 
Today there’s about one trillion dollars’ of 
commercial paper outstanding. Deposits 
in banks are about $10 trillion. And this is 
scary: derivatives on banks’ balance sheets 
and securities on firms’ balances sheets are 
$525 trillion. So think about that if some¬ 
thing goes wrong. 

I think we’re at, as Dan said, a very 
critical juncture point in the history of 
the country, and of the financial markets. 
I’m not going to predict; I have no idea. 
But I know we’re someplace the world has 
never been before, both economically and 
in the financial markets. I think we had 
a peek at what can happen in ’08. I hope 
that all of the safeguards that we tried to 
put in since ’08 do what they’re supposed 
to do. Because when you look at the total¬ 
ity of the financial system, the one thing I 
came to understand when I learned what 
the back office did, was that all of these 
firms—the banks, insurance companies 
and the securities firms—were all inter¬ 
connected. We saw that in ’08 and, if any¬ 
thing, we’ve just gotten bigger since then. 

I’ve had an amazing 50 years that I’ve 
been doing this. I’m starting on my third 
iteration of my career. I was a little anxious 
about the concept of receiving this award 
and whether there was a message embed¬ 
ded in “Lifetime Achievement” because I 
didn’t think I was done! I want to thank 
everyone, and I very much look forward to 
the future and building new businesses. $ 
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By Andrew Odlyzko 

One of the most famous anecdotes in 
finance is of a promoter in the 1720 South 
Sea Bubble who lured investors into put¬ 
ting money into “an undertaking of great 
advantage, but nobody to know what it 
is.” This tale is apocryphal, but it is only a 
slight embellishment of some documented 
cases. Most were slightly less preposterous 
than the anecdotal one, when considered 
in the context of the time, but they all 
reflect the high level of credulity dis¬ 
played by the investors of 1720. However, 
it is debatable whether their gullibility was 
greater than that of the most sophisticated 
investment professionals in recent times. 
This leads to some intriguing thoughts 
about the nature of financial markets and 
human society in general. 

A reference that is often cited for 
this and other colorful tales of inves¬ 
tor irrationality is Charles Mackay’s 

Image of the South Sea Bubble, by artist 
Edward Matthew Ward (1816-1879). 


ever-popular Extraordinary Popular 
Delusions and the Madness of Crowds. 
It was first published in 1841 under 
a slightly different title and had the 
following account, which was basically 
copied from John Oldmixon’s The His¬ 
tory of England a century earlier: 

[T]he most absurd and preposterous 
of all [the new projects of 1720 in 
London], and which showed, more 
completely than any other, the utter 
madness of the people, was one started 
by an unknown adventurer, entitled 
“A company for carrying on an under¬ 
taking of great advantage, but nobody 
to know what it is.” Were not the fact 
stated by scores of credible witnesses, 
it would be impossible to believe that 
any person could have been duped by 
such a project. The man of genius who 
essayed this bold and successful inroad 
upon public credulity, merely stated 
in his prospectus that the required 
capital was half a million, in five thou¬ 
sand shares of [£100] each, deposit [£2] 
per share. Each subscriber, paying his 


deposit, would be entitled to [£100] 
per annum per share. How this 
immense profit was to be obtained, he 
did not condescend to inform them 
at that time, but promised, that in a 
month full particulars should be duly 
announced, and a call made for the 
remaining [£98] of the subscription. 
Next morning, at nine o’clock, this 
great man opened an office in Corn- 
hill. Crowds of people beset his door, 
and when he shut up at three o’clock, 
he found that no less than one thou¬ 
sand shares had been subscribed for, 
and the deposits paid. He was thus, in 
five hours, the winner of [£2,000]. He 
was philosopher enough to be con¬ 
tented with his venture, and set off the 
same evening for the Continent. He 
was never heard of again. 

Note that although this project is 
described by Mackay as “absurd and prepos¬ 
terous,” it did promise “full particulars” of 
the scheme in a month. Is that much differ¬ 
ent from what happens today when people 
give their savings to investment managers, 
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South Sea Bubble from mid-1719 to end of 1720 
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Figure 1 . South Sea stock price and the number of new projects announced 
in London each month from July 1719 to December 1720.The scatter plot shows 
10 times the number of start-ups each month, so that the one for June 1720 corresponds 
to the 88 ventures that, according to one count, were announced that month. 


venture capitalists or, even more, to general 
“blind pools”? Such investors do not find 
out “full particulars” of what is done with 
their money for quite a while. 

Just how much was this £2,000 that the 
“great man” of the Mackay version of the 
story is supposed to have made? Based 
on GDP per capita, which grew by about 
1,000 over the last three centuries, the 
gains reaped by the projector are compa¬ 
rable to about £2 million, or $2 million 
today. That is not shabby. But it pales when 
compared to the sums collected by pro¬ 
moters of the innumerable ICOs (initial 
coin offerings) in the last few years. 

Various observers have doubted the literal 
truth of the anecdote, and some details in 
the Oldmixon/Mackay narrative are simply 
not consistent with how new ventures were 
set up in 1720. The most plausible scenario 
is that this story is an amalgam and embel¬ 
lishment of several actual occurrences, an 
account that is “too good not to be true.” 
But it is only a slight embellishment. Old- 
mixon’s version of this story concluded with 
an observation about the irrational behavior 
that crowd psychology lures investors into. 
He wrote that, “What, at another time, when 
people were in their senses, and knew what 
to do with their money, would have occa¬ 
sional a hue and cry after the cheat, was then 
only a matter of laughter, and the crime and 
the sum hardly thought worth taking notice 
of. ” And that seems very accurate, as specula¬ 
tive excitement does warp people’s percep¬ 
tion of what is sensible. It did so in 1720, 
and does so today. 

Before considering projects from the 
1720 era that may have contributed to the 
creation of the anecdote, let us say a few 
words on the background of the South Sea 
Bubble. There is much publicly available 
material on this historical event online. A 
short overview is available in a chapter in 
Edward Chancellor’s book, Devil Take the 
Hindmost. The main book-length recent 
treatment is in John Carswell’s The South 
Sea Bubble. This episode of extreme inves¬ 
tor excitement had huge financial flows 
centered on the South Sea Company. Fig¬ 
ure 1 shows the price of its main security. 

The South Sea Bubble was largely 
inspired by John Law’s Mississippi 
Scheme in Paris, which reached its peak 
at the end of 1719. Both the French and 
the British manias were enabled by the 
return to relative peace and tranquility 
after several prolonged and debilitat¬ 
ing wars. Interest rates were dropping, 


and investors’ “animal spirits” were 
stirring. The ebullient atmosphere 
of 1719 offered new opportunities to 
promoters, and they began soliciting 
money from investors. Figure 1 shows, 
in the scatter plot, the number of new 
projects announced each month, but 
multiplied by 10, so that the 88 projects 
of June 1720 correspond to 880 in the 
figure. These numbers are taken from 
William Scott’s The Constitution and 
Finance of English, Scottish and Irish 
Joint-stock Companies to 1720. As can 
be seen, out of the almost 200 projects 
that Scott tabulated, only 13 were started 
in 1719. But they were noticed by many 
observers. Also noticed was what seemed 
to many skeptics to be the inordinate 
credulity of the public that was eager to 
get involved. This led to the first of the 
events that likely inspired the “under¬ 
taking of great advantage, but nobody to 
know what it is” fable. 

Starting on Friday, December 18, 
1719, the Daily Post carried for sev¬ 
eral days an ad for an “extraordinary 
scheme for a new insurance company 
to be proposed, (whereof publick notice 
will speedily be given in this paper),” 
with “permits to subscribe” offered for 


£0.05 each. No names of projectors, 
nor details of the scheme were cited. 
The sale of the “permits” took place on 
Thursday, December 24. Two days later, 
this same paper had an ad which offered 
refunds for the “several hundred” of 
those permits that had been sold and 
explained that the whole thing was a 
hoax designed to show how easy it was 
to “impose upon a credulous multitude.” 
The ad mentioned that the person who 
had collected the money was unknown to 
anyone in the crowd, and signed receipts 
with a name made up from the initials of 
the six people who concocted the scheme. 

While this spoof did show that British 
investors were “a credulous multitude,” it 
was far less extreme than the Oldmixon/ 
Mackay fable. Even if all 1,000 permits 
were sold, the total take was only £50, not 
the £2,000 of the fable. Furthermore, for 
an individual buying a single permit, the 
price of £0.05 was only the cost of a dozen 
cups of coffee. So the“credulousmultitude” 
were not risking very much individually. 
Furthermore, they were not putting their 
money into an “undertaking ...nobody 
to know what it is,” but into an insur¬ 
ance scheme. Actuarial science was in its 
infancy, so insurance was underdeveloped, 
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"The Bubblers bubbled, or the Devil take the hindmost." This cartoon 
was printed in June 1720, at the height of the South Sea Bubble. 


and there were some sound reasons for 
expecting growth in that area. 

The “permit” process visible in the 
Daily Post ads was indeed how pro¬ 
motions of that period were started. 
Investors would put down very minor 
amounts for a permit, often the £0.05 
of the ads. This permit would entitle 
them to become shareholders later. 
It was only at that later subscription 
stage, typically weeks afterwards, that 
the more substantial amounts, such as 
the £2 per £100 share of the Oldmixon/ 
Mackay fable, were asked for. That stage, 
reached by very few of the South Sea 
Bubble projects, made them more con¬ 
crete. It involved shareholder meetings, 
elections of management, and participa¬ 
tion of known bankers as collectors and 
custodians of the money being invested. 

A week after the nature of the spoof was 
unveiled—on January 2, 1720—another 
paper, the Weekly Packet , carried a para¬ 
graph about it. It treated the event as a 
humorous and praiseworthy joke, express¬ 
ing the hope it would “prove a means of 
preventing many innocent people being 
gulled of their money for the future.” A 
week later, Mist’s Weekly Journal had a 
much more detailed account. But this 
article also seemed to embellish the story, 
perhaps part of the common trend by 
which the fable grew and acquired its 
more colorful aspects as time went on. 

In spite of the ads that revealed the 
nature of the joke, and the publicity in the 
Weekly Packet and Mist’s Weekly Journal , 
speculative excitement continued grow¬ 
ing, and many investors were “gulled of 
their money.” It should be said that the 
British press during the South Sea Bubble 
was somewhat split in its coverage of the 
South Sea scheme itself, where the really 
big money went. However, this press was 
almost uniformly scornful of the myriad 
new projects, the “bubbles” in the language 
of the time. With a few exceptions, they 
were presented as frauds, designed just to 
fleece the public. But such publicity did not 
have much effect. Ads similar to the hoax 
from December 1719 proliferated as the 
Bubble was inflating in early 1720. Almost 
all were for well-defined purposes, even 
if those seemed to skeptical minds to be 
chimerical. But several featured elements 
of the “nobody to know what it is” mystery. 
For example, the May 21,1720 issue of the 
Daily Post carried an ad for raising £6 mil¬ 
lion (so comparable, relative to GDP, to 


£200 billion for the UK, and $2 trillion for 
the U.S. today). It was “carry on a design 
of more general advantage to Great- Brit¬ 
ain and Ireland, &c. and of more certain 
profit to the encouragers thereof, than any 
undertaking yet set on foot: Of which 
further notice will be given in this paper.” 
Soon the atmosphere became even more 
frenzied, largely because of the impending 
passage of the Bubble Act, which outlawed 
most new companies. For example, on June 
8, the Daily Post had an ad for a company 
“for carrying on a thing that will turn to 
the advantage of the concerned” with no 
indications what that “thing” was. But we 
should note that this was just the newspa¬ 
per ad, and it is quite possible that when 
prospective investors showed up in the 
indicated place for purchasing “permits,” 
they did receive at least some outlines of a 
business plan. If so, it would be similar to 
modern venture capital funds, where inves¬ 
tors typically are told in advance that it is 
to concentrate in the biomedical area, say. 

It is possible that there was even a 
project that did advertise itself literally as 
“an undertaking of great advantage, but 
nobody to know what it is,” since Mercu- 
rius Politicus for June 1720 listed it, and 
Political State of Great Britain for July 1720 
reprinted that listing. 

There were also contemporary reports 


of promoters simply absconding with 
investors’ initial payments, as in the other 
element of the anecdote. For example, the 
London Journal of June 11, 1720, the day 
that the Bubble Act became law, noted: 

About the middle of this week two or 
three of our famous projectors took 
care to put themselves out of the reach 
of the new Act of Parliament for sup¬ 
pressing of bubbles; for having got 
their subscriptions full, they closed 
their books, shut up their offices, and 
fairly marched off with five or six hun¬ 
dred pounds a-piece in their pockets, in 
order to secure to themselves the sole 
benefit of such laudable undertakings. 

We don’t have any statistics on how fre¬ 
quent such occurrences were. This might 
be partly because, in Oldmixon’s words 
cited before, in the atmosphere at the peak 
of the Bubble, when “people were [not] 
in their senses,” such events were “only a 
matter of laughter.” 

A likely reason that it was “only a matter 
of laughter” when some promoters made 
off with initial deposits is that much greater 
sums were being abstracted from investors’ 
pockets by more elaborate maneuvers. A 
venture that proved popular would see the 
value of the permits soar, and any held back 
by the promoters in the initial stage could 
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be sold at high prices. If the project went 
to actual subscription phase, more money 
would go through promoters’ hands, and if 
prices of the shares rose, there were more 
chances for astute operators to fleece inves¬ 
tors. Of course, not all promoters were 
astute, and many were ruined themselves. 
That’s how it is in all investment manias. 
Unfortunately, we simply don’t have any 
systematic data on what happened with the 
new projects of the South Sea Bubble era. 

The main issue in investing is the 
degree of plausibility of new ventures that 
should be demanded. After all, there was 
some plausibility to the stories told by the 
various people who “sold” the Brooklyn 
Bridge. And there is some plausibility in 
the emails telling us about a forgotten 
inheritance, of which we can get a large 
chunk by assisting the senders of the spam. 
And there was even greater plausibility in 
the stories that Adam Neumann told in 
building up WeWork. The key issue is 
human judgment of what is sensible. 

At the peak of a mania, it is often dif¬ 
ficult to tell the difference between satire 
and reality. As just one example from our 
era, consider We Work’s stated mission to 
“elevate the world’s consciousness.” Several 
compilations of South Sea Bubble projects 
list three for building or emptying toilets. 
Carswell in his book says ads for those ven¬ 
tures were “inserted as pure jokes, which 
have imposed only on historians” (p. 117). 
But they may not have been jokes, as they 
were treated seriously by most contempo¬ 
raries (cf. Mist’s Weekly Journal, February 
27, 1720). And then there is the South Sea 
scheme itself, the centerpiece of the South 
Sea Bubble. That is where the main money 
flows were concentrated, and by some mea¬ 
sures it was the most preposterous of all 
financial proposals of that era. But we don’t 
treat it here. 

Some of the seemingly preposterous 
small projects of the South Sea Bubble are 
not all that farcical when considered in the 
context of that era. Alchemy was still being 
taken seriously, and even Isaac Newton 
had devoted some years to it a couple of 
decades earlier. So extracting silver out of 
lead was not as absurd then as it is now. 
Similarly, perpetual motion was far more 
respectable then, and patents for it contin¬ 
ued to be granted in Britain into the early 
19th century. Thus, simply looking at the 
stated aims of various bubbles from 1720 
is rather misleading. And the vast majority 
of the projects were for relatively mundane 


businesses, such as trade or insurance, 
which were developing rapidly. 

Thus, there is some ground for con¬ 
sidering the many minor bubbles of the 
South Sea Bubble as outgrowths of the 
exuberant optimism of that era. And they 
are not necessarily more absurd than 
many examples from the dot-com era, 
like eToys or Webvan, or the more recent 
WeWork fiasco. Even the fact that most of 
the South Sea projects were dishonest in 
design is not unusual, as widespread fraud 
has been typical of investment manias. 
One study in early 2018 characterized 
over 80% of the ICOs as “outright scams” 
(Kharif). Further, while bubbles have a 
very negative image, they have made posi¬ 
tive contributions to society, by spurring 
development of new technologies and new 
business models. 

Yet, to twist the famous quote of Mae 
West, “too much of a good thing” is not 
always “wonderful.” In investments, exces¬ 
sive credulity all too often leads to panics 
and crashes. And those are sometimes fol¬ 
lowed by costly and painful recessions or 
depressions. So can we use history to help 
develop guidelines for detecting dangerous 
bubbles? The task is certainly not easy, and 
it seems unlikely that a foolproof method 
can be found. But one approach is to try 
to develop a gullibility index. One element 
of it might be the susceptibility of people 
to those spam emails or phone calls that 
offer a share in some forgotten inheritance. 
Another might be the expectations of prof¬ 
its that passive corporate investments can 
achieve, which tend to soar during bubbles, 
with the 100% annual return promised in 
the Oldmixon/Mackay tale not unusual. 
Yet another might be derived from the 
nature of the new projects being offered 
to the public. What we find in the South 
Sea Bubble as well as in other manias is a 
myriad of imitative ventures without any 
innovative contribution, concocted out of 
nothing by promoters with no successes 
in their records. (Think of the hundreds of 
ICOs, for a modern example.) 

Many standard approaches to detect¬ 
ing bubbles rely on looking for dangerous 
levels of leverage in the financial system. 
However, leverage is not easy to measure, 
since it can show up in various ways 
and in unexpected places (largely in the 
“shadow banking system” prior to the 
Global Financial Crisis of 2007-2008). A 
gullibility index might be useful, since it 
is the rise in investors’ hopes that leads 


to extensions of credit, which is what 
leverage is about. Thus, there might be 
ways to use historical knowledge to help 
us prepare for the future. Credulity is 
basic to human nature, and likely essen¬ 
tial to stimulating progress. But we could 
benefit from being able to rein it in. The 
famous “undertaking of great advantage, 
but nobody to know what it is” likely 
never existed. But this memorable phrase 
is a nice way to keep reminding the public 
about excessive gullibility. $ 

Andrew Odlyzko has had a long career 
in research and research management at 
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at the University of Minnesota, where he 
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and is now a Professor in the School of 
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technical papers in computational com¬ 
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combinatorics, coding theory, analysis, 
probability theory and related fields. In 
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Chairman Volcker 


s 


When the President Calls 


An Interview with Paul A. Volcker 


By Simon W. Bowmaker 

The following conversation has been 
adapted from Simon Bowmaker’s inter¬ 
view with Paul Volcker and is published in 
honor of his passing on December 8, 2019. 
Mr. Volcker was an active member of the 
Museum of American Finance’s Advisory 

Former Federal Reserve Chairman Paul Volcker 
testifies before the Joint Economic Committee 
on May 14,2008 on Capitol Hill in Washington, 

DC. The full committee met for a hearing on "Wall 
Street to Main Street: Is the Credit Crisis Over and 
What Can the Federal Government Do to Prevent 
Unnecessary Systemic Risk in the Future?" 


Council and the recipient of the Muse¬ 
um’s prestigious Whitehead Award for 
Distinguished Public Service and Finan¬ 
cial Leadership in 2009. The full version of 
Professor Bowmaker’s interview with Mr. 
Volcker is available in When the President 
Calls: Conversations with Economic Policy¬ 
makers (MIT Press, 2019). 

BACKGROUND INFORMATION 

Bowmaker: Why did you become an 
economist? 

Volcker: When I went to college at Princ¬ 
eton just after the war, I took economics 
and it intrigued me. For some unknown 


reason, my introduction to the subject 
was a course on comparative economic 
systems, which wasn’t the kind of Eco¬ 
nomics 101 version that you see today. 
Then I jumped into the most advanced 
economic theory class available, which 
was about business cycles. It was taught 
by Ozkar von Morgenstern, so I became 
fully developed in the Austrian school. 
I also took a money and banking course 
from Friedrich Lutz, which was attractive 
because it seemed to have more precision 
than other economics disciplines in those 
days—balance sheets had to balance, for 
example, although I now understand they 
don’t necessarily have to do so. 
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I didn’t know what I wanted to do at 
graduate school, so I applied to Arts and 
Sciences at Harvard as an economist, and 
Harvard and Yale law schools, just in case 
I wanted to become a lawyer. I was sur¬ 
prised when Harvard asked me why I was 
applying to so many different places—I 
didn’t think they would realize [laughs]. 
By accident, I also saw an advertisement 
for Harvard’s Graduate School of Public 
Administration, which gave fellowships. 
I said, “Ah hah! Why don’t I go there and 
get my way paid?” I had an interest in 
public administration, but I mostly took 
courses in economics at Harvard. 

ENTERING THE POLICY WORLD 

Bowmaker: What does an economist 
bring to the policy world that others do 
not? 

Volcker: Not as much as economists think 
[laughs]. The contribution of economists 
to the world at large is their analytical 
training: identifying cause and effect, pri¬ 
mary causes and secondary causes, direct 
effects and indirect effects, and so forth. 
Those are benefits of economics education 
that lawyers don’t have, for example. But 
the discipline is too mixed up with differ¬ 
ent theories and uncertainties. And so, the 
thought that economists know how to run 
the economy is a little overreaching. 

AS UNDERSECRETARY OF THE 
TREASURY FOR MONETARY AFFAIRS 

Bowmaker: How did you come to be 
appointed Undersecretary of the Treasury 
for Monetary Affairs in 1969 after the elec¬ 
tion of President Nixon? 

Volcker: I was greatly surprised. I didn’t 
know David Kennedy, the incoming Secre¬ 
tary of the Treasury, although I did know 
Charly Walker, the other Undersecretary 
of the Treasury. It must have been Charly 
who convinced Kennedy to offer me the 
job because I don’t think Nixon had any¬ 
thing to do with it. It took me about two 
seconds to say yes even though I was a 
Democrat and not a supporter of Nixon. 

Bowmaker: Why were you so enthusiastic 
to take up the position? 

Volcker: I had the whole interesting part of 
the Treasury under me: domestic finance, 
international finance, debt management, 
credit programs and so on. So far as I 


know, it was the only position—short of 
the Secretary of the Treasury—that had 
clear international and domestic respon¬ 
sibilities. And since those things shouldn’t 
be separated—we shouldn’t treat, at least 
organizationally, international monetary 
policy as distinct from domestic monetary 
policy—it was great to have the opportu¬ 
nity to see the policy conflicts, as well as 
the synergies. It’s disappointing that the 
position no longer exists, for extraneous 
reasons. Charly, meanwhile, dealt with 
the operational side of the Treasury, and 
he had the principal burden of managing 
Congressional relations. So, it was a very 
nice division, and the organizational chart 
was wonderful—there were two lines to 
the Secretary of the Treasury: Charly and 
me [laughs]. 

When I arrived at the Treasury on my 
first morning, it was Inauguration Day. 
My grand office overlooked Pennsylva¬ 
nia Avenue and I could see the parade 
through the window. I hadn’t even been 
confirmed at this point, but I was ready 
to get to work. It’s not like today’s crazy 
vetting process, which means that you end 
up with a mostly unmanned government 
for several months. Anyway, the presi¬ 
dent was sworn in at 12:30 and a memo¬ 
randum arrived on my desk from the 
National Security Advisor, Henry Kiss¬ 
inger, describing arrangements for con¬ 
sidering international monetary policy. It 
said that I was going to be the chairman of 
a committee [the “Volcker Group”] that 
would include Fred Bergsten—one of his 
staff members—as well as representatives 
from the Council of Economic Advisers 
and the State Department. It also said that 
I should report to Kissinger [laughs]. I am 
sure that Bergsten, who had an interest in 
international monetary affairs, wrote that 
memo and got Kissinger to sign it. I ran 
down and told Mr. Kennedy, “You better 
do something about this!” I don’t think 
he ever did, but de facto I reported to the 
Secretary of the Treasury. 

Bowmaker: You spent several years work¬ 
ing on international monetary reform and 
then resigned on Monday, April 8, 1974, 
three weeks after George Shultz resigned 
as Secretary of the Treasury. Is it fair to 
say you waited for an outside chance of 
replacing him? 

Volcker: Me? No. I knew enough to 
understand that being Secretary of the 
Treasury is a political position. And so, 


I wasn’t looking for the appointment. I 
guess I would have taken it if it had been 
offered to me, but that was never going 
to happen with Nixon as president. We 
had a distant relationship. I don’t think 
he trusted me, and his political advisors 
surely thought I was an outsider because 
I was a Democrat. And remember I was 
in the Treasury at the time of Watergate. 
It was frustrating being part of an admin¬ 
istration tarnished by that scandal when 
I was in the midst of a big effort to revise 
the international monetary system. There 
were times when I would think to myself, 
“What the hell am I doing working for this 
guy? Maybe, I should resign.” 

INTERACTIONS WITH PRESIDENTS AS 
CHAIRMAN OF THE FEDERAL RESERVE 

Bowmaker: Did you have the opportunity 
to interact with President Carter when you 
were Chairman of the Federal Reserve? 

Volcker: Occasionally, the quadriad—the 
Secretary of the Treasury, the head of the 
OMB, the Chairman of the Council of 
Economic Advisers and the Chairman of 
the Federal Reserve—would meet with 
the president. And late in his term, when 
interest rates were very high, and Carter 
had a budget that was severely criticized, 
he insisted that I got personally involved. 
He said he would do the budget again, 
and so I saw him go over it in some 
detail—Carter was very detail-oriented— 
but I was just providing moral support; 
it wasn’t my job to help him. Then he 
imposed credit controls, which I think was 
a mistake. He had the authority to trigger 
them, but by law, since the Federal Reserve 
is an independent agency, we could say 
we won’t implement them [laughs]. We 
decided that probably wasn’t a very wise 
course of action [laughs]. And so, we made 
a stab at putting the controls in place, but 
tried to deliberately make it as ineffective 
as possible. We made a huge psychologi¬ 
cal impact [laughs]. People said, “Oh, my 
God, we can’t borrow any money,” and the 
economy went into recession. But as soon 
as the controls were taken off, the economy 
bounced back up. It was not a good epi¬ 
sode. I don’t know how we could have 
avoided it. I tried to persuade Carter out of 
it, but I obviously didn’t try hard enough. 

Bowmaker: Did you receive any pushback 
from the White House after the surprise 
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MoAF Chairman Richard Sylla interviews Paul Volcker in his office 
for the Museum's oral history project, 2006. 


in October 1979 when you announced you 
would be targeting bank reserves? 

Volcker: I had to pull out all the stops. 
On the way over to an IMF meeting, I told 
Bill Miller, the Secretary of the Treasury, 
and Charlie Schultze, the Chairman of the 
Council of Economic Advisers, what I was 
intending to do in very general terms. And 
so, of course, they reported back to Carter. 
The feedback I got was that the president 
understood that I had to do something. 
He preferred that I do it some other way 
that was more traditional, and less strik¬ 
ing, but made it clear he wasn’t going 
to say anything. I do know there were 
one or two people in the administration, 
like Tony Solomon, Undersecretary of the 
Treasury, who were supportive of what I 
was trying to do when they learned about 
it. But there were others telling Carter that 
while he should support any discount rate 
increase that I wanted to do, he shouldn’t, 
on the other hand, be behind any of this 
unorthodox policy. I didn’t want to do the 
orthodox, though, because it didn’t have 
any credibility [laughs]. 

Bowmaker: You were a Carter appoin¬ 
tee as Chairman of the Federal Reserve. 
Did you think President Reagan would 
make a change when you were up for 
reappointment? 


Volcker: In the first couple of years of the 
Reagan Administration, the Secretary of 
the Treasury at that time, Don Regan, criti¬ 
cized very publicly the Federal Reserve. 
And the noises that came out of the White 
House always seemed to be, “What does 
that guy, Volcker, think he’s doing?” Blah, 
blah, blah. I am certain that every time 
Reagan did a press conference, his people 
advised him to take the opportunity to 
criticize the Federal Reserve, but he never 
did. That doesn’t mean he was happy with 
us all the time, but his instinct was that we 
were trying our best to deal with inflation. 
I think it was as simple as that. But when 
the time came to renew my appointment, 
there was speculation about what was 
going to happen. And so, I went in to see 
the president in the upper reaches of the 
White House. It was the only time I saw 
him completely alone. I said to him, “Look, 
my term is up in two months. There’s a lot 
of speculation about it. You’re not ben¬ 
efiting from it, and neither is the Federal 
Reserve. If you don’t want to reappoint 
me, then fine. If you want to reappoint 
me, that’s fine, too. But either way, tell me, 
and let’s get this over with.” He didn’t say 
much, and that was the end of the meeting 
[laughs]. After I left, he called in his staff 
and apparently told them, “Hey, Volcker 
came over here and said his term is up. He 


wanted a decision. What should we do?” 
The next morning, I was visited by one 
of his top advisers, who said impatiently, 
“What did you tell him? What did he say 
[laughs]*” Nothing happened for a couple 
of weeks until I got a call on a Saturday 
morning from somebody in the White 
House to say that my reappointment was 
going to be announced by Reagan that day 
on a radio talk show [laughs]. 

AS ADVISOR TO PRESIDENT OBAMA 

Bowmaker: I would like to talk briefly 
about your role as Chairman of Presi¬ 
dent Obama’s Economic Recovery Advi¬ 
sory Board. How did that position come 
about, and how would you describe that 
experience? 

Volcker: Initially, I think the president 
liked to be pictured with me during his 
campaign to show that he was a solid 
financial fellow. Then he made me his 
informal adviser, and had the idea of set¬ 
ting up the board with me as chairman. I 
don’t think he understood—and I should 
have known given my experience—that 
no informal advisory committee can oper¬ 
ate effectively by having public meetings 
that were announced in advance. It was 
ridiculous. And while it was a pretty good 
group of people on the committee, there 
were certain issues, like Social Security, 
that we were never going to agree on. 
We did get some agreement on financial 
sector reform, so there we did have some 
influence, but overall it was a frustrating 
arrangement with limited value. 

Bowmaker: How did you come to be 
identified with the Volcker Rule [which 
prevented banks from speculating in the 
markets, and from operating and investing 
in hedge funds and private-equity funds]? 

Volcker: I had been the head of the Group 
of 30, and we had our reform plan relating 
to the financial collapse. It pointed to spec¬ 
ulative trading as a problem and included 
something that came very close to being 
a full-scale Volcker Rule. I discussed the 
proposal with the Obama administration, 
but it wasn’t very warmly received by all 
his economic advisors [laughs]. To me, the 
issue was very simple: When you’re deal¬ 
ing with an institution that is government- 
guaranteed, in effect, does it make sense 
to allow that institution to go out and do 
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speculative trading [laughs] 7 . As I say, it 
was an easy sell from my standpoint, but 
they weren’t interested. 

One day, though, out of the blue, I got 
a call from Vice President Biden, who I’m 
not close to at all. He said, “What about 
this rule you’re proposing? How is it 
going?” I replied, “It’s a good move, but 
I haven’t got any horses.” He then told 
me, “Don’t worry, I’m your horse. We’ll 
get it done.” And so, clearly, he must have 
talked subsequently to the president about 
it, although I had no idea he was going to 
name it the Volcker Rule [laughs], 

Bowmaker: You said earlier that you 
thought President Obama liked to be pic¬ 
tured with you to show that he was a “solid 
financial fellow.” Is there a sense in which 
he used you? 

Volcker: Of course, he used me, but I also 
used him. It was a mutually beneficial 
transaction [laughs]. 

GENERAL THOUGHTS 
ON ECONOMIC POLICYMAKING 

Bowmaker: When you were president of 
the Federal Reserve Bank of New York, 
you had a reputation for paying no atten¬ 
tion to the Research Department. Nowa¬ 
days, the Federal Reserve has hundreds 
of researchers, and there are many in the 
Treasury, the Council of Economic Advis¬ 
ers and elsewhere. Are they of any value? 

Volcker: Yes, there are hundreds of 
economists poring over their computers, 
but I think they have just demonstrated 
their inability to be successful forecast¬ 
ers [laughs]. There are some horrendous 
examples, with the recent financial crisis 
being the most obvious one. And it was 
the same when I was chairman of the Fed¬ 
eral Reserve. I was often told, “We need 
another $X million to buy computers.” I 
would reply, “More computers? Why?” 
“Oh, we’ve got to do more regressions,” 
they would say to me [laughs]. I was very 
cynical. When I arrived in August of 1979, 
our staff were forecasting in that month 
that we were on the edge of a recession. 
Then in September, they were telling us 
we were in the beginning stage of a reces¬ 
sion, and by October, we were apparently 
in a recession. There was no recession 
[laughs] ! But when you receive those fore¬ 
casts from your staff, what do you do? Are 
you supposed to not tighten up and just 


let the inflation go on a little while longer? 
I resent it. The NBER actually dated the 
recession as beginning in February of the 
following year when industrial produc¬ 
tion had turned down. But it was a phony 
recession, because the credit controls 
weren’t put on until March, and that’s 
when the economy took a nosedive. As I 
said earlier, though, as soon as the con¬ 
trols were taken off, the economy bounced 
back up. You rarely see any commentary 
in textbooks about the artificiality of that 
recession—it is almost completely lost 
from economic history. 

PERSONAL REFLECTIONS 

Bowmaker: When you look back on your 
career, to what extent does it make you 
reconsider what you learned as a student? 

Volcker: When I went to graduate school 
at Harvard, I took a course by a strict 
Keynesian named Alvin Hansen, who lec¬ 
tured continuously about secular stag¬ 
nation. Even then, I thought to myself, 
“You are telling me we are incapable 
of generating enough investment, which 
means we’ve got to rely on government 
securities for all eternity?” That’s the same 
conversation that Larry Summers has 
now, but he didn’t have to listen to Han¬ 
sen all the time. And then I remember 
Larry Klein did an econometric analysis 
of Keynesian economics in a little book 
called The Keynesian Revolution. When 
I read it, everything seemed very logical, 
but I couldn’t believe those equations 
could be a reliable description of reality. 
There are too many uncertainties [laughs]. 
And so, I had skepticism going way back. 
Now, I was the last Harvard economics 
graduate student that didn’t have to take 
econometrics, so that may have something 
to do with my current attitude [laughs]. 
But in the end, I am a believer in Hyman 
Minsky. He argues that financial cycles are 
repetitive because there is a certain point 
when psychology turns from buoyant to 
depressive; you have a period of good 
economic activity when people take on 
more and more risk, but it’s inevitable that 
you’ll eventually have a bust. Once that 
happens, people will become conservative 
again, and a steady period will then follow 
until you have your next bust. 

Bowmaker: What value has your public 
service had to economics as a discipline? 


Volcker: I prefer the question, “What 
influence does economics as a discipline 
have on public service?” During my life¬ 
time, the subject has become much more 
mathematical, much more abstract and 
much more useless in terms of contribut¬ 
ing to effective public policy. For exam¬ 
ple, on some relatively simple problems, 
regression analysis makes sense, but it has 
been overdone in many cases. 

When I first went into government in 
the ’60s, economists thought they knew 
the answer. Things went pretty well in 
that decade and confirmed in their minds 
that they knew all about the business cycle 
and how to manage it. When that self- 
indulgence became improper, there were 
strong competing theories of approaches 
toward economic policy. Economists 
could no longer reasonably claim that they 
knew the answer [laughs]. Demonstrably, 
things went bad for a while and econo¬ 
mists retreated into their shells, becoming 
junior mathematicians in the process. But, 
as you well know, the profession has been 
recently shook up through experience, 
and hopefully we are moving away from 
being so insular. 

Bowmaker: How does your personal¬ 
ity affect your style and approach as a 
policymaker? 

Volcker: Personality can destroy every¬ 
thing. I would say that I’m not as good as 
others at maintaining relationships with 
people so that they feel warm and fuzzy. I 
don’t bubble with bonhomie. 

Bowmaker: What are your strengths and 
weaknesses as a policymaker? 

Volcker: A big problem in government is 
that there are too many revolving doors. 
There are people in the private sector 
who move in and out of Congress or the 
administration, which creates conflicts of 
interest. I avoided that, and I would pick 
that as a strength. Weaknesses? I blew 
too much cigar smoke in people’s faces 
[laughs]. And maybe, I wasn’t as trusting 
as I should have been. $ 

Simon W. Bowmaker is a Clinical Profes¬ 
sor of Economics at the NYU Stern School 
of Business and the author of When 
the President Calls: Conversations with 
Economic Policymakers (MIT Press, 
2019), from which this article has been 
adapted. 
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By Joseph M. Santos 

Readers of Financial History are well 
aware of Frank Norris’s classic, The Pit: 
A Story of Chicago (1903), in which the 
protagonist, a grain speculator, is impov¬ 
erished by the unsympathetic forces of 
capitalism embodied by the futures mar¬ 
ket on the Chicago Board of Trade (See 
Grinder and Cooper [2019] and Santos 
[2018]). Of course, despite early, less-than- 
favorable narratives of and popular hos¬ 
tilities toward futures markets, they thrive 
relatively unfettered today. Nevertheless, 
in the early 20th century, the path from 
rudimentary to-arrive grain contracts 
to contemporary derivative instruments 
written on agricultural commodities was 
not a foregone conclusion. Rather, the 
private grain trade hung in the balance 
as pragmatic policy responses to excep¬ 
tional circumstances during World War 
I temporarily nationalized the trade and 
ultimately reshaped thinking about the 
role of government in the US agricultural 
economy. In light of the well-documented 
agrarian discontent with the private grain 
trade, the outcome of these wartime ten¬ 
sions is rather ironic: a comprehensive 
agricultural policy that has intentionally 
integrated the private trade and, thus, 
futures markets. 

At the turn of the 20th century, pri¬ 
vate exchanges settled the daily spot and 
futures prices of North American grains. 
Meanwhile, markets for credit, stor¬ 
age, transportation and processing, each 
largely self-regulated, ushered grain along 
its international supply chain. Farmers 
resented the private trade for ostensibly 
depressing grain prices. Grain prices were 
often weakest during and shortly after 
harvest, when most farmers endeavored 
to sell crops that were in relatively high 
supply; and grain exchanges necessarily 
registered these prices. What many farm¬ 
ers resented most about grain exchanges 
was their so-called disorderly marketing 
of grain: trading grain-futures contracts, 
thereby allegedly lowering prices more 
than necessary to clear markets over time. 


Illustration from Frank Norris's 1903 short story, 
A Deal in Wheat, which captures the "bearish" 
sort of sale—disorderly marketing— 
that farmers loathed. 
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Essentially, the futures contract makes a 
market in which (risk-averse) hedgers trade 
away price risk—by preemptively selling 
grain for future delivery—to speculators. At 
the turn of the 20th century, many farmers 
loathed this “form of business in which one 
man sold what he did not own to another 
who did not want it.” Instead, they argued 
for orderly marketing, whereby farmers’ 
cooperatives or, perhaps, the government 
would support grain prices—during the 
harvest or at other times of the year—by 
withholding from the market necessarily 
unhedged grain; hedging was tantamount 
to selling, if only for future delivery, and 
thus constituted disorderly marketing. On 
balance, North American governments, 
judiciaries and independent commissions 
generally ruled in favor of the private trade, 
which governments reasoned benefited the 


agricultural economy, including, presum¬ 
ably, its producers. 

The private trade remained unregu¬ 
lated by government into World War I. 
Indeed, in the first two years of the war, 
as Europe’s grain output declined and the 
Allies increasingly relied on North Ameri¬ 
can crops, grain prices rose and, conse¬ 
quently, agrarian opposition to the private 
trade—and, thus, futures trading—waned. 
From late summer 1914 to late spring 1915, 
North American wheat prices rose from 
about $1 per bushel to over $1.50; after 
briefly settling back to $1, prices exceed 
$3 by May 1917. The Allies relied on the 
private grain trade until October 1916, 
when the British government suspended 
futures trading on the Liverpool Exchange 
and, instead, established the Royal Com¬ 
mission on Wheat Supplies to manage the 


flow of wheat and flour. As a central buy¬ 
ing agency—a monopsony, in effect—the 
commission purchased grain from North 
America and elsewhere on behalf of the 
United Kingdom, France and Italy. 

In spring 1917, the national governments 
of the United States and Canada responded 
to the Royal Commission (and its pricing 
power) by nationalizing their respective 
grain industries, thereby suspending pri¬ 
vate grain marketing and, along with it, 
grain futures trading. The US Food Admin¬ 
istration Grain Corporation was estab¬ 
lished (under the Food Control Act) in 
August 1917; in Canada, the Board of Grain 
Supervisors was established in June of that 
year. The Food Administration Grain Cor¬ 
poration, led by Julian Barnes (president) 
and Herbert Hoover (chairman of the 
board), set the price of wheat produced in 



President Franklin D. Roosevelt signs the farm relief bill, May 12,1933. 
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1920s cartoon showing a farmer suffering while industry prospers. 


the United States and directed it to either 
domestic mills or for export abroad. In 
similar fashion, the Board of Grain Super¬ 
visors set the price of and distributed Cana¬ 
dian wheat. With private grain markets 
disabled, these two governmental agencies 
set North American wheat prices for the 
1917 and 1918 North American wheat crops. 

Both governments sought to achieve 
so-called parity prices, which advocates 
loosely defined as wheat prices with the 
domestic purchasing power of (market¬ 
clearing) prices that prevailed in the United 
States from 1910 to 1914. Generally speak¬ 
ing, industry stakeholders—including 
farmers—and government officials viewed 
the purchasing power of these seemingly 
arbitrary parity prices as a “suitable goal 
to strive for.” Parity prices did not convey 
the real-time information needed to direct 
resources in the wheat industry; so, it had 
to be nationalized. To be sure, the decision 
to nationalize the grain trade—and, thus, 
the decision to implement a comprehen¬ 
sive, if temporary, agricultural policy—was 
pragmatic and collaborative: governments 
and grain exchanges agreed that, given the 
exigencies of wartime, “a futures market 
could not be operated successfully.” Mean¬ 
while, the monopsony power of Britain’s 
Royal Commission on Wheat Supplies 
“offered one of the strongest arguments for 
establishing some measure of unified sell¬ 
ing control.” 

However pragmatic, wartime national¬ 
ization generally reshaped thinking in the 
United States (and, ultimately, Canada) 
about the appropriate role of government 
in the agricultural industry. By the end of 
World War I, the notion that government 
should set—or, at the very least, support- 
grain prices and, in doing so, ensure con¬ 
sistently ample supplies of foodstuffs (by 
effectively guaranteeing farm incomes), 
had grown more popular in Congress. Evi¬ 
dence of this normative shift first appeared 
six weeks before the Armistice, in Septem¬ 
ber 1918, when President Woodrow Wil¬ 
son, on the advice of his Agricultural Advi¬ 
sory Committee comprised “of farmers 
and farm representatives,” set a so-called 
fair-price guarantee of $2.26 per bushel for 
the 1919 wheat crop; the committee had 
advised a fair-price guarantee of $2.46. 

Not surprisingly, the Wilson adminis¬ 
tration justified the guarantee on the basis 
of national security, as the Food Control 
Act required; even though, by the sum¬ 
mer of 1918, “all indications pointed to an 


increase [in planted acreage] in the next 
year regardless of the guarantee.” In con¬ 
trast, the Canadian government sought 
to resume futures trading on the Win¬ 
nipeg Grain Exchange in July 1919. The 
effort was unsuccessful, however. With 
private grain marketing suspended in the 
United States, thin markets and volatile 
prices led the Canadian government to 
suspend trading within a week, establish¬ 
ing instead the first incarnation of the 
Canadian Wheat Board—a single selling 
agency that paid Canadian farmers a mini¬ 
mum (though not a parity or otherwise 
fair) price for their grain. 

The structure of the US economy 
afforded the US government the means to 
guarantee “fair” prices in ways the Cana¬ 
dian government could not do. This is, in 
part, because the share of US grain pro¬ 
duction used domestically was relatively 


large. For example, between 1915 and 1919, 
foreign users absorbed only 25% of wheat 
produced in the United States; the com¬ 
parable figure for Canada was 61%. These 
foreign-use shares ultimately shaped agri¬ 
cultural policy, including the role of futures 
markets in the North American grain trade. 

A grain-price guarantee—which sets 
a floor above the effectively immutable 
market-clearing world price—transfers 
economic surplus from domestic users 
to domestic producers. Thus, the guaran¬ 
tee’s economic burden per bushel of grain 
used domestically is inversely propor¬ 
tional to the share of grain used domesti¬ 
cally. Essentially, according to a fair-price 
guarantee, farmers receive a transfer equal 
to the difference between the fair price 
and the market-clearing world price for 
every bushel of grain they produce; and, 
because each country is a price taker in 
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the world wheat market, this transfer is 
paid by domestic users only. In this sense, 
compared to the Canadian economy, the 
US economy could more readily afford to 
guarantee its producers a fair price. The 
United States and Canada returned to the 
private trade, resuming futures trading in 
the summer of 1920. By the end of World 
War I, however, political motives and 
economic means to support grain prices 
vis-a-vis price guarantees were apparent 
in the United States. 

The 1920s began with a short-lived 
though severe macroeconomic contrac¬ 
tion. Meanwhile, “agriculture...sunk into 
a major depression that was to keep its 
buying power low and its workers dissatis¬ 
fied for a number of years.” Post-war crop- 
price highs gave way to precipitous declines, 
farm incomes and land values consequently 
fell, and farm-mortgage delinquencies rose. 
Understandably, farmers lobbied for eco¬ 
nomic relief from their unprecedentedly 
severe post-war circumstances. The US 
government did not offer to support crop 
prices; indeed, ostensibly, many farmers 
viewed price supports as “a combination 
of price fixing and government in busi¬ 
ness that was contrary to their basic prin¬ 
ciples.” For the most part, the government 
imposed a series of tariffs on wheat, pro¬ 
moted orderly marketing through producer 
cooperation and provided financing. 

Nevertheless, between 1924 and 1928, 
Congress drafted five so-called two-price 
plans known as the McNary-Haugen bills. 
The plans intended to raise the price of 
agricultural commodities used domesti¬ 
cally above their respective market-clearing 
world prices by way of orderly marketing. 
According to these plans, a farmer would, 
for example, sell wheat to a domestic pro¬ 
cessor, who would pay the market-clearing 
world price plus scrip, which the proces¬ 
sor purchased from the government at a 
predetermined face value; a government- 
sponsored wheat-export company would 
sell domestic surpluses abroad. At the end 
of the marketing season, the farmer would 
redeem his scrip for face value minus 
expenses incurred by the wheat-export 
company. The plans would operate along¬ 
side tariffs to discourage wheat imports. 

The plans were not passed into law, in 
part because of political uneasiness with 
the obviously intentional transfer of sur¬ 
plus from users to producers, thanks to 
the scrip device. Importantly, however, 
price-support proponents in the United 


States generally favored a tax-and-transfer 
scheme, which each plan embodied, for 
two reasons. One, the support to farmers 
could be economically meaningful, while 
domestic users could bear the tax burden, 
because the share of grain used domesti¬ 
cally was relatively large. And, two, the tax- 
and-transfer scheme could operate along¬ 
side private grain marketing, a feature that 
especially appealed to legislators unwilling 
to support policies that would effectively 
nationalize the agricultural industry. In 
effect, the approach integrated private 
grain marketing into farm-income support 
programs; the futures market became part 
of the solution, instead of the problem. 

Comprehensive agricultural policy in 
the United States began with the New 
Deal-inspired Agricultural Adjustment 
Act (AAA, 1933), which, in principle, bor¬ 
rowed heavily from the two-price plans 
of the 1920s. In the case of wheat, the 
AAA imposed tariffs on wheat imports, 
taxed domestic processors, supplemented 
farm incomes with so-called adjustment 
payments (on program-allotted produc¬ 
tion to discourage surpluses) and otherwise 
relied on the private trade including, of 
course, commodity futures markets. The 
act intended the sum of the unfettered mar¬ 
ket price of wheat plus the adjustment pay¬ 
ment to constitute a fair price to producers. 

By 1933, the vast majority of US wheat 
was used domestically; thus, the burden 
per bushel of wheat that the AAA’s adjust¬ 
ment payment imposed on domestic users 
was less than at any time since World 
War I. In 1935, Joseph S. Davis, writing 
on the AAA for the Brookings Institution, 
remarked, “Political feasibility, adminis¬ 
trative flexibility and prospects for public 
acceptance constituted powerful reasons 
for choosing the processing tax device.” 
Ultimately, the processing tax device was 
ruled unconstitutional; the AAA of 1938 
financed adjustment payments with fed¬ 
erally appropriated funds instead, thereby 
fundamentally preserving a tax-and-trans¬ 
fer scheme to subsidize farm incomes. 

Finally, as for Canada, AAA-styled 
adjustment payments funded with a tax- 
and-transfer scheme of any kind would 
too-greatly burden domestic users. Thus, 
“there was no possibility whatever of 
the Canadian government undertaking 
to keep farm prices at parity levels as 
[had] been done in the US.” In September 
1943, amid continued disruptions in the 
grain market, the Canadian government 


declared the Canadian Wheat Board 
(CWB) the single selling agency to which 
Western Canadian farmers were required 
to deliver their non-feed grain in return 
for a minimum price. Futures markets 
would not market this Canadian grain 
again until August 2012, when the CWB 
lost its single selling agency authority. $ 

Joseph M. Santos is a professor of eco¬ 
nomics and Dykhouse Scholar of Money, 
Banking and Regulation at South Dakota 
State University, where he teaches mac¬ 
roeconomics, monetary economics and 
banking. Joe writes on US monetary and 
financial policy. 
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William Jennings Bryan and "Skookunri'Jim Mason:Two men, unknown to 
one another, whose fortunes collided in the summer of 1896. 


By Daniel C. Munson 

Those students of financial history with 
a fondness for the precision of the gold 
standard of money, where currency is 
exchangeable for a governmentally-man- 
dated amount of gold, tend to gloss over 
its shortcomings. While a gold standard 
system has some features that can appeal 
to us today—fixed exchange rates, zero 
inflation, no cryptic, market-gyrating pro¬ 
nouncements by central bankers—it is not 
without its limitations. 

The 19th and early-20th centuries saw 
the popularity of the gold standard reach 
high tide, when it was used in west¬ 
ern Europe, the British Commonwealth 
and the United States—Britain’s opinion¬ 
ated and independent son. This was also 
perhaps the most economically vibrant 
and technologically innovative period in 
human history, so the reliance on gold 
exposed its central shortcoming: namely, 
the inability of gold stores to expand as 
rapidly as the economy itself. 

This inability of gold stores to track 
economic growth and prevent occasional 
bouts of deflation laid the groundwork 
for gold’s eventual loss of governmentally 
sanctioned monetary status. In the United 
States, it didn’t happen suddenly; it was 
more a matter of decades of trial and error 
driven by political expedience. 


The founders and framers of the US 
government rebelled against the British 
crown and its parliamentary system, but 
in monetary matters they followed Brit¬ 
ain’s lead. Gold coins were minted, and 
the US dollar was exchangeable for gold 
at roughly $2o/troy ounce. The federal 
government’s first 50 years were filled 
with controversies, but few involved this 
dollar-gold connection. 

Reliance on gold got its first big shake-up 
when gold was found in large amounts in 
the streams flowing west out of the Sierra 
Nevada mountains in California in 1848, 
gold that then coursed through the nation’s 
banking system. Capital projects—many 
of them railroad projects—arose to meet 
this new supply of money. The economy 
soared. A big economic slump resulted in 
1857 when some of those loans went bad 
just as gold mining output began to decline 
and as gold drained from US to European 
banks to pay for imported goods. 

Monetary affairs then experienced a 
still bigger jolt with the coming of the 
Civil War and the printing of unsecured 
“greenback” paper currency necessary to 
finance the war. The nation’s citizens, 
especially the farmers, noticed an odd— 
and for the farmers, fortuitous—fact: 
Crop prices consistently rose during the 
conflict, fueled by the gradual decline in 
value of the greenback as the war dragged 


on. Illinois farmer John Griffiths watched 
his son go off to fight and began working 
the farm by himself. “It has been a good 
time for making money in the North since 
the war began,” he later wrote. “Every¬ 
thing was so high,” he recalled, referring 
to crop prices denominated in greenbacks. 

Farmers did not forget this little bout 
of prosperity. The nation returned to the 
gold standard in the early 1870s, and as 
it did farm profits declined. The agricul¬ 
tural interest could have chalked up those 
Civil War-era profits to fewer farm work¬ 
ers and, therefore, lower supply or to a 
war-induced bump in demand, but many 
chose to attribute them to the use of the 
greenback. The Greenback Party coalesced 
in the 1870s around the idea of returning 
to an unsecured paper currency. Most 
voters still regarded paper money with 
suspicion, however, and the party never 
achieved any nation-wide success. 

The Greenback Party disappeared in 
the late-i88os, but their monetary motives 
survived. The Populist Party of 1892 advo¬ 
cated minting silver-based dollars—some¬ 
thing they called “bimetallism”—with the 
same goal in mind: increase prices through 
expansion of the money supply. Their 
platform was explicit: silver-based money 
should be minted and valued at Vi6th that 
of gold, and the aggregate money supply 
should be increased to the point where it 
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Graph of US gold mining output over the years 1840-2012. 


was equal to $50 per capita. The Populists 
won four states and 8.5% of the vote in the 
1892 election, but this would be the party’s 
best showing. Their monetary ideas, how¬ 
ever, were yet to crest. 

The 16:1 valuation ratio of gold to sil¬ 
ver was an integral part of the platform, 
because a 16:1 ratio deliberately over-val¬ 
ued silver. Silver was being mined in 
large quantities in the 1870s and 1880s in 
Nevada and Colorado, but even under 
normal conditions the valuation ratio is 
much greater than 16 to 1. (Today’s ratio 
is roughly 80 to 1.) By over-valuing silver, 
politicians sought to encourage its mon¬ 
etary use, in the same way that greenbacks 
displaced gold from use in the 1860s. 
For farmers struggling to pay back loans 
denominated in gold, silver was a metallic 
version of the greenback. 

The gold standard problem mentioned 
earlier—its inability to keep prices from 
falling occasionally—grew intractable in 
the early 1890s. Gold mine output had 
peaked in 1853 with the California gold 
rush, and by the early 1890s it had declined 
to only half the levels of the early 1850s. 
The decline caused gold to increase in 
value, lowering prices and making debt- 
service difficult. By 1893, the United States 
was in a recession, and as it deepened with 
each passing month the nation’s leaders 
struggled to find a solution. 

The Populist Party’s bimetallism ideas 
were given another look. Initially it was an 
eclectic group comprised of Democratic 
farmers and Republicans from silver min¬ 
ing areas, but as the movement gained 
adherents it coalesced under the Dem¬ 
ocratic tent. Democrats controlled the 
South and parts of the Midwest—agricul¬ 
tural areas where some currency inflation 
would be a welcome relief—and although 
their eastern banking wing was influential 
(its leading figure was President Gro¬ 
ver Cleveland), their agrarian wing was 
numerically larger. 

In the wake of a run on US Treasury 
gold reserves during the winter of 1894- 
1895, these “silver men” convened small 
state conventions and sent members to a 
national conclave in Washington, DC, that 
August. They called the event the “Bime¬ 
tallic DNC,” and it was dedicated to these 
monetary principles and not to any partic¬ 
ular leader. With a Democrat in the White 
House committed to gold-backed money, 
it was clearly an attempt to wrest control 
from the Cleveland wing of the party. 


When the Democrats convened in Chi¬ 
cago in July 1896 and it became clear that 
the silver men would control the party 
platform (right down to the 16 to 1 ratio 
that had been used by the Populist Party 
four years before), they needed a presi¬ 
dential candidate to champion their cause. 
Speeches were delivered making the case 
for bimetallism, but they were uninspir¬ 
ing. Opponent William Russell, governor 
of Massachusetts, warned the convention 
that such “a new and radical policy” would 
lead the party to the “darkness of defeat 
and disaster” in the fall. 

William Jennings Bryan—a two-term 
congressman from Nebraska little known 
outside the Midwest—responded with the 
speech of a lifetime. He summarized the 
economic approach of his opponents as 
follows: “If you just legislate to make 
the well-to-do prosperous, their prosper¬ 
ity will leak through on those below.” 
He warned his allies that, “If they [their 
opponents] dare to come out and in the 
open defend the gold standard as a good 
thing, we shall fight to the uttermost.” 
He concluded with powerful words still 
remembered today: “You shall not crucify 
mankind on a cross of gold.” 

The crowd went wild. “I had never 
dreamed that a mortal man could so grip 
and fill with enthusiasm thousands of 
men,” one delegate later wrote. 

Some 2,500 miles northwest of the mad¬ 
ding crowd in the Chicago Coliseum, Joe 


Ladue ran a trading post in the Yukon 
Territory where the 60 Mile River empties 
into the Yukon River. He and his neighbors 
lived solitary, hardscrabble lives largely 
deaf to American political oratory. The 
Yukon River flows east and north out of the 
mountains that push up against the Pacific 
Ocean and drains a vast taiga landscape 
sandwiched between mountain ranges. The 
area was rumored to contain gold in the 
mountains and in the placer deposits down 
below, but the pickings as of July 1896 had 
been sparse. Ladue made it his business to 
gather details of any gold finds in the area, 
however, and pass such information on to 
his customers to encourage trade in the 
goods he had for sale. 

Bryan was likely still basking in his 
nomination and in that thunderous 
applause when a visitor entered Ladue’s 
trading post. Robert Henderson, an invet¬ 
erate gold prospector, had stopped by 
Ladue’s place two summers before, when 
Ladue had recommended Henderson try 
panning the Indian River, which flows 
into the Yukon some 10 miles upstream 
of Ladue’s place. Henderson had done so, 
with little success. It was when Hender¬ 
son went to the headwaters of the Indian 
River and crossed over the divide to a 
small creek that drains into the Klondike 
River that he had better luck. Encouraged, 
Henderson followed the Klondike down¬ 
stream to the Yukon River that summer 
of 1896 and back to Ladue’s place to buy 
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more provisions. He settled his account 
with Ladue using some of the gold he’d 
found. 

Ladue was impressed by Henderson’s 
persistence as well as his gold. Ladue 
advised Henderson to retrace his steps 
to the Klondike River rather than via 
the Indian River, and Henderson took 
his advice. At the mouth of the Klon¬ 
dike, Henderson met George Carmack, 
an American fishing and living with the 
native Tagish Indians. He told Carmack 
of his find and suggested he try panning 
the other small creeks that flow into the 
Klondike, but shortly afterwards Hender¬ 
son hurt his leg badly and had to leave the 
area. Carmack and his fishing partners 
—a strapping Tagish man and Carmack’s 
brother-in-law “Skookum” Jim Mason 
(Skookum is the native word for strong) 
and Mason’s nephew Charlie—tried pan¬ 
ning in nearby Rabbit Creek, and there 
they discovered copious gold flakes in the 
placer deposits in the stream. 

Rabbit Creek was a remote spot, but 
of the few human beings living within 50 
miles, many were potential prospectors. 
Word traveled fast. One member of the 
Royal Canadian Mounted Police heard 
about the gold strike and left his post in 
late August to try his luck, but on reach¬ 
ing Rabbit Creek on September 1 he dis¬ 
covered that both sides of the creek were 
completely staked out. The Alaska Gold 
Rush was on. 

The rest of the world would remain in 
the dark as to the magnitude of the gold 
strike along the Klondike for quite a while. 
Carmack wrote his sister in California of 
his good fortune late in 1896, but she did 
little with the information. Three grizzled 
prospectors found their way to Seattle in 
November 1896 and reported that gold 
had been found, but such reports were 
common, and Alaska was already known 
to contain gold. Winter settled over the 
Yukon, and the freezing of the rivers 
would isolate those Klondike prospectors 
from the rest of the world. 

Bryan lost the election to William 
McKinley that November. Critical agri¬ 
cultural states in the Midwest remained 
suspicious of Bryan’s “new and radical 
policy” and voted Republican. Bryan did 
well enough, though. His newly cast Dem¬ 
ocratic party could legitimately hope to 
grow its base of voters. After all, there 
were many persuadable “silver men” 
among Republican voters. 


The spring thaw of 1897 would change 
that political landscape. It set in motion 
the fruits of nearly a year’s worth of gold 
sluicing and panning: down the Klondike 
and Yukon Rivers, into the Bering Sea 
and south to the nation’s banks. On July 
16, $400,000 of Klondike gold (worth $30 
million today) arrived in San Francisco. 
Two days later, over a ton of the mes¬ 
merizing metal worth $700,000 reached 
Seattle along with its newly rich owners. 
Papers throughout the country shouted 
the news. A stampede to the Klondike 
began. 

Over $400 million of gold flowed into 
the nation’s banking system from 1897 
to 1900 (some of it from South Africa 
and Australia). The economy boomed 
and grain prices increased. This gold- 
fueled economic growth dimmed Bryan’s 
once incandescent political future. He was 
nominated again in 1900, but he lost 
even more soundly to McKinley. He was 
put forward yet again by the Democrats 
in 1908 with the economy mired in a 
slump, just as in 1896. The 1908 slump 
was blamed on a New York banking crisis 
rather than the gold standard, and Bryan 
lost to William Howard Taft. 

The prosperity that rained down on 
Carmack, Mason and “Dawson” Charlie 
was hard for them to control. Carmack 
abandoned his Yukon-born wife and 
moved to California and then Seattle. Rich 
but restless, he spent his last years working 
claims in the Sierra Nevada range and the 
Cascades, hoping to re-live the excitement 
of Rabbit Creek. Mason and his nephew 
moved to Seattle; ensconced in nice quar¬ 
ters they went through money like water, 
at one point reportedly causing a commo¬ 
tion in the street below by throwing bills 
out a hotel window. They grew bored with 
city life after a few years and moved back 
to the Yukon, where Charlie died falling 
from a railroad bridge in 1908. A series of 
bad investments revived a prudent streak 
in “Skookum” Jim Mason, and he set up a 
trust with the money he had left. He lived 
out his remaining years in the peace and 
quiet of the Yukon. 

Carmack, Mason and Charlie’s gold 
strike may have dimmed Bryan’s political 
light, but Bryan’s ideas—when marketed 
differently—would later carry the day. 

Gold production remained healthy 
for 20 years following the Alaska gold 
strike, but then declined throughout the 
1920s. Farm prices softened, and when the 


economy and prices collapsed in the early 
1930s, the nation’s politicians were again 
confronted with a crisis. 

Democrats had learned their lesson. It 
was clearly unwise to advocate devaluing 
the dollar to increase prices, but was it 
necessarily unwise to simply devalue? The 
Franklin D. Roosevelt campaign of 1932 
was staunchly anti-inflationary—their 
platform advocated “a sound currency 
to be preserved at all hazards”—but on 
assuming office, Roosevelt devalued the 
dollar to $35/troy ounce from $20.67 and 
prevented creditors from demanding re¬ 
payment in gold. Prices increased, and 
Roosevelt’s popularity did not decline. 
Roosevelt legalized Federal Reserve “open 
market operations,” paving the way for 
today’s gold-free, “inflation targeting” 
(i.e., gradual devaluation) system. 

The political box score: No wins and 
three losses when campaigning for dollar 
devaluation (i.e., the Bryan record), four 
wins and no losses when campaigning 
for a sound currency and putting in place 
devaluation measures (the FDR record). 
Roosevelt learned from Bryan’s defeats, 
and the lessons he taught the nation’s 
politicians—Democrats and Republicans 
—guide them to this day. $ 

Daniel C. Munson enjoys financial and 
scientific history. His writings have 
appeared in Barron’s, Financial History 
and many other publications. 
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Shearson, Hammill & Co. 

Edward Shearson (1863-1950) was a 
native of Galt, Ontario, Canada and the 
son of a grain dealer. His father, William 
A. Shearson, was born in Lancashire, Eng¬ 
land and immigrated to the United States 
in 1855. His mother, Marion Low, was an 
American of Scottish descent. Shearson 
attended Collegiate Institute in Ontario. 
He started working in 1880 for the Chi¬ 
cago Northwestern Railroad as an office 
boy, later moved on to become a clerk 
in the auditor’s office of the Chicago and 
Northern Pacific Railway and eventually 
became the first controller of the US Steel 
Corporation. 

In 1902, Shearson joined with Caleb 
Hammill (1863-1921), a Chicago native 
and the grandson of a commercial mer¬ 
chant, to create the partnership of Shear- 
son, Hammill & Co. In an industry where 
relationships were key to one’s success, 


American banker and financier 
Sanford "Sandy"Weill, 1981. 


Shearson’s ties to US Steel proved to be a 
major asset to the new firm. In the same 
month the firm was organized, it became 
the manager of the underwriting syndi¬ 
cate for the “American Steel Foundries” 
combination, whose original subscribers 
included Charles M. Schwab and E.H. 
Gary of US Steel. 

According to The New York Times , 
“[Shearson] had been closely associated 
with Judge Elbert H. Gary, the organiz¬ 
ing genius in the creation of US Steel, and 
with Charles M. Schwab and other leading 
figures in the steel industry in that era.” 
The firm “was known throughout Wall 
Street in the first quarter of the century 
as the ‘steel house,’ because of its contacts 
with leading figures in the steel industry.” 

In the early 20th century, the firm 
expanded by establishing “separate invest¬ 
ment departments and [absorbing] securi¬ 
ties business in other financial centers.” By 
World War I, it had offices in New York, 
Chicago, Minneapolis, St. Paul, St. Louis 
and Montreal. The firm continued to have 
“a bullish attitude toward the market” even 
after the Crash of 1929. During the Great 
Depression, the firm “escaped the financial 
grief which has beset other houses that 


have tried to carry their best customers 
through a slump on their own credit.” 

According to The New York Times , 
“Insiders say one factor in its success [was] 
its consistently hard-boiled policy on mar¬ 
gin accounts, dating back to the panic of 
1907. An undermargined customer [was] 
promptly sold out, no matter how big nor 
how active a client he [had] been.” In 1930, 
the firm released a market letter that said, 
“We are not in sympathy with the extreme 
wave of pessimism which now prevails.... 
We believe a gradual improvement in 
business is under way.” 

During and after World War II, a new 
period of expansion and leadership began 
for the firm. Edward Shearson retired in 
1940 (and Hammill died in 1921). In 1941, 
Shearson, Hammill & Co. took over the 
Chicago office of Winthrop, Mitchell & 
Co., and Leeds Mitchell, a Yale graduate 
who had been the president of the Chi¬ 
cago Stock Exchange in 1922 and 1923, 
joined the firm. Robert Van Tuyl joined 
the firm in 1946; he was introduced to the 
firm by two Shearson, Hammill executives 
with whom he had worked while serving 
as assistant chief of naval operations for 
inventory control during World War II. 
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Another key hire and Navy veteran 
was H. Stanley Krusen, a Cornell gradu¬ 
ate, who also joined the firm in 1946 and 
was charged with creating “an investment 
banking department, a new role for the bro¬ 
kerage and commodity commission firm.” 
According to the Palm Beach Post , “Within 
a few years, [Krusen] established the firm 
as a municipal bond underwriter and an 
innovator in corporate finance. He pio¬ 
neered the raising of capital for real estate 
investment trusts.” By 1952, the firm had 12 
offices across the United States, a branch in 
Montreal and an agency in Switzerland. 


Shearson, Hammill & Co., Inc. 

In 1964, the firm incorporated and Van 
Tuyl, who had been managing partner 
since 1958, became president. When Van 
Tuyl, was named chairman in 1966, H. 
Stanley Krusen took his place. By 1970, 
the firm’s leadership changed again when 
Alger B. “Duke” Chapman, Jr. became 
president. He replaced Krusen, who 
retired from the firm. The son of a tax 
attorney and Republican Party leader, 
Chapman, Jr. had worked as an attorney 
for the SEC. He became CEO in 1973. 

During Van Tuyl and Chapman’s ten¬ 
ures, the firm entered a new phase in 
its history. According to The New York 
Times , “In the late 1960s, like many 
other brokerage houses, Shearson had 
to retrench. A long period of pell-mell 
expansion was brought to a halt both by a 
rash of ‘back office’ problems that made it 
extremely difficult to reconcile trades and 
by a decline in trading volume that cut 
into earnings.” In 1974, growing indus¬ 
try competition, the reality of negotiated 
commissions and reduced trading volume 
put the firm in a very precarious state, 
which was exacerbated by “the death of 
two major capital partners.” According to 
the Chicago Tribune , “Shearson, Hammill 
8c Co. was short on capital and dripping 
red ink....” Rumors surfaced that Shear- 
son, Hammill 8c Co., Inc. was planning to 
merge with Hayden, Stone, Inc. 


Shearson Hayden Stone, Inc. 

Chapman Jr. had been approached by San¬ 
ford “Sandy” Weill, Hayden Stone’s chair¬ 
man, about a possible merger between the 
two firms. When the deal went through, 
the new firm was called Shearson, Hayden 
Stone, Inc. and had a capital of $76 mil¬ 
lion. It became “the fiffh-largest firm on 
Wall Street” and had a combined 1,500 
salesmen, 114 offices in the United States 
and 10 offices in Europe. 

According to the Chicago Tribune , 
“Sources said the combination succeeded 
partly because Chapman’s frank discus¬ 
sion of the situation enabled the firm to 
retain key employees. ‘His people skills at 
that time were as good as anyone I’ve ever 
worked with in my life,’ said American 
Stock Exchange Chairman Arthur Levitt, 
then president of Hayden Stone.” Weill 
was named chairman, Chapman was 
named co-chairman and COO and Van 
Tuyl was named vice chairman, though 
he retired in 1975. According to the Palm 
Beach Post , H. Stanley Krusen also played 
a key role in the merger. Even though he 
had retired from the firm, he “dedicated 
$1,000,000 as permanent capital in order 
to stabilize the situation” and “was instru¬ 
mental in aiding the merger of the firm 
into Hayden Stone 8c Company.” 

After the merger, Shearson’s story became 
dominated by Weill. Born in Brooklyn in 
1933 to Polish Jewish immigrants, Weill was 
the son of a dressmaker. He attended Peek- 
skill Military Academy and graduated from 
Cornell University in 1951. Weill started as a 
runner for Bear Stearns in 1955 and moved 
to Drexel Burnham Lambert in 1959. I.W. 
Burnham, 2nd, Drexel Burnham’s chair¬ 
man and namesake, said of Weill, “He was 
one of our best salesmen. He was one of 
those guys who used to stay downtown at 
night making calls to customers or potential 
customers on the telephone.” Soon after, 
Weill decided to strike out on his own 
with partners Arthur Carter, Roger Berlind, 
Marshall Cogan and Arthur Levitt. Levitt 
later said, “I have never known a more 
focused person in my life.” 


Hayden Stone Inc. was itself the result 
of a merger between Weill’s firm, Cogan, 
Berlind, Weill 8c Levitt, and Hayden, Stone 
in 1970. Amey Stone and Mark Brewster 
wrote that when CBWL bought Hayden 
Stone, “Weill and his partners purchased 
a firm 10 times their size.” Through the 
deal, Weill created a “prototype” for future 
strategy, which was: “Buy a struggling 
company with a prestigious name on the 
cheap, adopt its brand name, close under- 
performing divisions, integrate its opera¬ 
tions into the existing infrastructure and 
slash costs.” Often, targeted firms had both 
a prestigious past and a specialization in 
investment banking, which was not an area 
in which CBWL had a strong track record. 

At a time when many firms were strug¬ 
gling, Weill became a pioneer in the field 
of mergers. Bear, Stearns 8c Co.’s senior 
partner, Alan Greenberg, said of Shear- 
son, “It’s been like a mouse attacking an 
elephant.” The New York Times reported, 
“Mr. Weill’s most dramatic achievement 
during his stewardship has been to build 
his concern into one of Wall Street’s 
giants...and to do it primarily by means 
of acquisitions.” Shearson Hayden Stone 
continued to buy other firms, including 
Lamson Bros. 8c Co. in 1976, Faulkner 
Dawkins 8c Sullivan in 1977 and Reinholdt 
8c Gardner in January 1979. The Times 
said, “Mr. Weill and his friends—parvenus 
on the Wall Street scene who had bought 
out three traditional Establishment names 
in just four years—kept on buying.” 

In 1979, Shearson Hayden Stone 
merged with Loeb, Rhoades, Hornblower 
8c Co. becoming “the nation’s second 
largest brokerage house.” Loeb Rhoades, 
Hornblower 8c Co.’s history was itself an 
example of the many mergers taking place 
in the securities industry in the 1970s. It 
was an amalgamation of four firms: Carl 
M. Loeb Rhoades 8c Co., Hemphill Noyes 
8c Co., Hornblower 8c Weeks and Spencer 
Trask 8c Co. The newly combined firm of 
Shearson Loeb Rhoades was “a financial- 
services giant with more than $250 million 
in capital...second in size only to Merrill 
Lynch 8c Company, which operates from a 
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capital base of $720 million...” The Times 
called it a “blockbuster.” 

Shearson Loeb Rhoades 

Contemporary and historic accounts of 
Shearson’s acquisitions often speak of the 
differences in social standing between 
Weill and his targeted firms. Weill’s firm, 
whose history dated back only to i960, was 
considered a parvenu and upstart. Accord¬ 
ing to the Wall Street Journal , when Weill 
and Shearson, Hammill’s Duke Chapman 
met secretly in Manhattan’s Little Italy 
to discuss the merger between their two 
firms, “Mr. Chapman, considered a mem¬ 
ber of the Wall Street establishment, later 
told Wall Street Journal reporter Monica 
Langley in her book, Tearing Down the 
Walls , that he was surprised to find he and 
Mr. Weill got along.” 

When Weill’s firm merged with Loeb 
Rhoades, Hornblower & Co., The New 
York Times said, “On status-conscious 
Wall Street, Mr. Loeb is Old Guard and 


Mr. Weill is New Breed.” Given the dif¬ 
ference in prestige, The Times asked, why 
would Loeb Rhoades want to merge with 
Shearson? Capital, they said. “Mr. Loeb 
wants to preserve his capital and Mr. Weill 
is anxious to acquire more permanent 
capital for his firm.” 

In 1981, the concern for capital led Weill 
to pitch the sale of Shearson Loeb Rhoades 
to the American Express Company, which 
was at the time a $21 billion company. That 
year, American Express bought Shearson 
Loeb Rhoades and the firm became Shear- 
son American Express. Unfortunately, it 
was a deal that Weill came to regret. 

Shearson American Express 

American Express was founded in 1850 
as a merger between Butterfield, Wasson 
& Co., Livingston, Fargo & Co. (previ¬ 
ously Western Express) and Wells & Co. 
(previously Livingston Wells & Co.). Its 
three founders were Henry Wells, Wil¬ 
liam G. Fargo and John Butterfield. Wells, 


Fargo—an off-shoot of the firm—was 
founded in 1852 “to provide express and 
banking services in California.” 

American Express diversified in the 
1960s under Howard L. Clark, who became 
president and CEO in i960, expanding its 
services in finance and travel. During this 
time, the firm’s credit card business grew, 
but Clark’s plan to diversify American 
Express was not without its problems. In 
1962, the firm became involved in what 
became known as the salad oil scandal 
when its subsidiary American Express 
Field Warehousing Co. was swindled by 
a food-oil trader named Anthony DeAn- 
gelis. This cost the firm about $60 million 
to settle. It was, at the time, “the biggest 
commodities scandal in history.” 

Like Weill, American Express made a 
number of purchases in its quest to diver¬ 
sify. It bought W.H. Morton & Co. in 1966, 
as well as the Fireman’s Fund Insurance 
Co. and Equitable Securities Corporation 
in 1968. The combined firm became Equi¬ 
table Securities, W.H. Morton that year. 
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When American Express bought Shearson, 
Loeb Rhoades, the new Shearson Ameri¬ 
can Express became “an independently 
operated subsidiary” and continued to buy 
other firms. In 1982, it bought Robinson 
Humphrey Co. and Foster & Marshall, 
among others. In July 1983, it bought Davis, 
Skaggs & Co., a San Francisco brokerage 
house, and in 1984 it bought Investors 
Diversified Services from Alleghany Corp. 
Amid these changes, Weill was named 
president of the parent company in 1983. 
The following year, Shearson American 
Express changed its name again when it 
bought Lehman Brothers, Kuhn Loeb, a 
prestigious firm with 19th century roots. 

Shearson Lehman/American Express 

Lehman Brothers, Kuhn Loeb was itself 
the result of a 1977 merger between two 
historic firms, Lehman Brothers and 
Kuhn, Loeb & Co. Weill had actually 
approached Kuhn, Loeb about buying the 
firm in 1977, but Kuhn, Loeb turned him 
down. Similar to Weill’s initial reception 
by Hayden Stone and then Loeb Rhoades, 
Kuhn Loeb saw any merger with Weill’s 
firm, then Shearson Hayden Stone, “as a 
clash of cultures.” 

As Stone and Brewster stated, Weill was 
distinctly “New Crowd,” meaning “the 
sons of working-or-middle class Eastern 
European Jewish families headed by a 
typically self-employed father, while the 
Kuhn, Loebs were “Our Crowd,” the tradi¬ 
tional German Jewish elite. Instead Kuhn, 
Loeb chose to merge with Lehman Broth¬ 
ers, a firm with a similar pedigree, and 
they seemed to have a successful partner¬ 
ship. But shortly after, the firm ran into 
trouble, starting at the top. In 1983, the 
firm’s co-chief executives, Peter G. Peter¬ 
son, the former Secretary of Commerce 
under Richard Nixon, and Lewis Glucks- 
man, an expert on commercial paper and 
corporate finance, engaged in “an internal 
power struggle” and Peterson was ousted 
from the firm. 

At that time, Shearson/American 
Express’s chairman and CEO was Peter A. 


Cohen, who was Weill’s protege. Cohen 
began working with Weill in 1971, became 
his personal assistant in 1973, stayed at 
Shearson Hayden Stone until 1978 and 
then returned to Shearson in 1979. In 
1982, Cohen became vice chairman and 
COO of Shearson/American Express, and 
in 1983 he became chairman and CEO 
of the unit when Weill became president 
of American Express, Shearson’s parent 
company. Cohen was neighbors with Ste¬ 
phen A. Schwarzman, who had become 
a partner at Lehman Brothers in 1972. In 
the summer of 1984, the story goes that 
Schwarzman was jogging and went over 
to Cohen’s house to talk to him about 
merging Shearson/American Express and 
Lehman Brothers, Kuhn Loeb. 

Buying Lehman Brothers, Kuhn Loeb 
was a major coup and established Shearson 
as a power player on Wall Street. Accord¬ 
ing to The New York Times , “The acquisi¬ 
tion, the latest in American Express’s drive 
to expand its financial services operations, 
[lifted] Shearson from third place among 
securities firms to second, behind Merrill 
Lynch & Company and ahead of Salo¬ 
mon Brothers Inc. in terms of total capi¬ 
tal.” Cohen became chairman and CEO of 
the new firm, which was renamed Shear- 
son Lehman/American Express. Lewis L. 
Gluckman, who was the chairman and CEO 
of Lehman Brothers, and Robert S. Rubin, 
who was the president of Lehman Brothers, 
became consultants to American Express. 

Weill did not stay long, however, to 
enjoy Shearson’s success. In 1985, after 
clashing with James Robinson III, Ameri¬ 
can Express’s CEO, he decided to leave the 
company. The New York Times reported, 
“the corporate culture of American 
Express and the maverick mentality of 
Mr. Weill did not mesh.” 

Shearson Lehman Hutton 

Even without Weill, Shearson Lehman/ 
American Express continued its merger 
trend. In 1988, the year after the firm went 
public, Shearson announced that it was 
going to buy the firm of E.F. Hutton & Co. 


The firm had approached Hutton about a 
merger, which was rejected. After the stock 
market crash in 1987, Hutton changed its 
mind. In 1988, the firm became Shearson/ 
Lehman Hutton Inc., though the Hutton 
name was dropped in 1990. 

In 1992, Fortune reported that Ameri¬ 
can Express had a “boardroom coup” 
led by board member Rawleigh Warner, 
Jr., the former chairman of Mobil, and 
Robinson was removed as CEO. Warner 
and the firm denied the story. Robinson 
had been chairman and CEO since 1977. A 
Harvard graduate and the son of a banker, 
Robinson “led American Express with a 
style emblematic of the 1980s, when Wall 
Street’s financiers and corporate chiefs 
recognized no limits to their ambitions.” 

Problems at the Shearson Lehman divi¬ 
sion and other subsidiaries and losses on 
the American Express Optima card led to 
a crisis of faith in Robinson’s leadership 
by the early ’90s. When he was ousted, 
“the company’s stock rallied to a 52-week 
high.” According to The New York Times , 
Robinson was “the latest victim of a new 
militancy among major shareholders and 
board members that has also contributed 
to the downfall of top executives at General 
Motors and.. .at Westinghouse and IBM.” 

Robinson’s successor was Harvey 
Golub, who was at the time the president 
of American Express. Weill had hired 
Golub, previously at McKinsey & Co., in 
1984. Like Weill, Golub was a Brooklyn 
native, though he had grown up in Long 
Island. After Golub was named chairman 
and CEO of American Express, he was 
able to turn the firm around. In contrast 
to the diversification that the firm had 
sought since the 1960s, Golub divested 
the company’s “non-core business” and 
re-established American Express’s place in 
the credit card industry. One of the firms 
he shed was Shearson Lehman. 

The Return of Sandy Weill 

The year after Weill left American Express 
in 1985, he had become CEO of Commer¬ 
cial Credit, a Baltimore-based consumer 
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Certificate for 100 shares of stock owned by Shearson Hammill &Co., 1971. 


credit company. Commercial Credit’s par¬ 
ent company was Control Data Corpora¬ 
tion, “a computer maker that had diver¬ 
sified into consumer lending.” Control 
Data Corp. brought Weill in to run the 
subsidiary and the firm went public soon 
after. Using Commercial Credit as a base, 
Weill began to buy other firms. In 1988, 
he bought Primerica, the parent company 
of Smith Barney, Harris Upham & Co., 
which was the product of the 1976 merger 
between Smith Barney & Co. and Harris, 
Upham & Co. 

Primerica was originally called the 
American Can Co. Founded in New Jersey 
in 1901, American Can was a force in the 
can making industry for more than half 
a century. It began to diversify its opera¬ 
tions in 1957 and changed from a packag¬ 
ing company into a financial services firm 
under CEO William Woodside, an Ohio 
native who was the son of an engineer. By 
the early 1980s, the firm underwrote insur¬ 
ance, managed mutual funds, acted as a 
mortgage bank and marketed consumer 
products through direct mail. Much of 
the change was credited to Gerald Tsai, 


Jr., a Chinese American immigrant and 
descendant of Chinese textile manufactur¬ 
ers, who made his name in the 1960s as a 
mutual fund entrepreneur. 

In 1978, Tsai gained control of Associated 
Madison companies, a life insurance firm. 
In 1982, American Can bought the firm. 
Woodside said “he bought that company 
primarily to get the 56-year-old Mr. Tsai, 
now an American Can vice chairman, on 
board.” Under Tsai’s leadership, the firm 
sold the part of the company that produced 
cans to Triangle Industries, then led by Nel¬ 
son Peltz, a venture capitalist, and changed 
its name to Primerica in 1987. Tsai became 
CEO and “the first Chinese-American to 
lead a Dow Jones industrials company.” 

After selling the firm’s can operations, 
Tsai went on a “buying spree,” which 
included Smith Barney Harris Upham. 
Unfortunately for Tsai, he bought the 
firm for $750 million right before the 
Crash of 1987. According to The New 
York Times , “Having overpaid, Primerica 
needed a buyer.” In 1988, Weill’s Com¬ 
mercial Credit Corp. agreed to buy Prim¬ 
erica in a $1.5 billion deal. Tsai “remained 


the largest shareholder but handed day- 
to-day management to Mr. Weill.” Com¬ 
mercial Credit then changed its name to 
Primerica. The purchase of Primerica fur¬ 
thered established Weill’s reputation “as 
the investment world’s most prominent 
empire builder.” The Times said, “They 
call it Primerica Inc., but Weill Enterprises 
would be more descriptive.” 

Five years after Weill took over Prim¬ 
erica, he jumped on the opportunity to 
take back control of his old firm. In 1993, 
right after Golub became chairman of 
American Express, Weill called to ask if he 
would sell Shearson Lehman. Soon after, 
Primerica bought Shearson Lehman from 
American Express “for $1 billion plus a 
share of future profits.” American Express 
kept Lehman Brothers and its expertise in 
corporate finance and underwriting, “but 
said it planned to sell Lehman as soon as 
its financial condition was strengthened.” 

Jamie Dimon, Weill’s other protege, 
became president of Primerica (Dimon had 
left American Express when Weill left and 
moved to Commercial Credit Corp. with 
him). Primerica’s Smith Barney division 


www.MoAF.org | Winter2020 | FINANCIAL HISTORY 35 



































About Where Are They Now?: The “Where Are They Now?” Series traces the origins and 
histories of 207 of the underwriters of the 1956 Ford Motor Company IPO. The research for 
this series has been generously funded by Charles Royce of The Royce Funds. The Museum’s 
“Where Are They Now?” blog can be found at: wherearetheynowblog.blogspot.com. 


became Smith Barney Shearson in 1993 and 
Frank Zarb, president of Smith Barney, 
was made president of the unit. Later Zarb 
became the head of Primerica’s Financial 
Services, its insurance agency. Robert F. 
Greenhill, the former president of Morgan, 
Stanley, was recruited to become the chair¬ 
man and CEO of Smith Barney Shearson. 

Travelers Corporation 

Very soon after Primerica took over 
Shearson, it merged with Travelers Cor¬ 
poration. As it had done when it took 
over Primerica, it adopted the name of its 
acquisition and the firm announced that 
it would rename itself Travelers. Travelers 
was “one of the 10 largest companies in 


the country and the leader in insuring the 
risks for large corporations.” Edward H. 
Budd, CEO of Travelers, became chair¬ 
man of the executive committee; Weill 
became chairman of the company. 

Dimon continued to be president and 
became COO of Travelers Corp. Robert 
I. Lipp, who had previously been with 
Chemical Bank and had been associated 
with Weill since 1986 when he joined 
Commercial Credit, became CEO of the 
firm’s insurance business. Zarb remained 
the head of Primerica’s Financial Services. 
Greenhill continued his position as chair¬ 
man and CEO of Smith Barney Shearson. 
In 1994, the firm decided to drop the 
Shearson name from its Smith Barney 
unit, and the Shearson name was lost. $ 


Susie J. Pak is an Associate Professor in 
the Department of History at St. Johns 
University (New York). A graduate of 
Dartmouth College and Cornell Uni¬ 
versity, she is the author of Gentlemen 
Bankers: The World of J.P. Morgan 
(Harvard University Press), a Trustee of 
the Business History Conference, co-chair 
of the Columbia University Economic 
History Seminar and a member of the 
editorial advisory board of the Business 
History Review. She is also a member 
of the Financial History editorial board. 
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The Anarchy: The Relentless Rise 
of the East India Company 

William Dalrymple 
Bloomsbury Publishing, 2019 
496 pages with notes 

A functioning capitalist system requires 
dissimilar component parts. Free-think¬ 
ing, ambitious business people are the 
necessary cog, but the rules of the game 
require a predictable and powerful arm 
to see those rules fairly enforced. William 
Dalrymple’s The Anarchy illustrates, in the 
case of the British East India Company, 
what happens when that enforcement arm 
takes over the game itself. 

The author, an India scholar, focuses 
on a specific period in the company’s 
long history: the gradual decline of the 
Mughal Empire during the 18th century, 
a descent into lawlessness precipitated by 
Muslim-Hindu battles and the sacking 
of Delhi by Persian mercenaries. Indian 
bankers found the anarchy unacceptable 
and made common cause with the British 
East India Company militia to promote 
commercial stability. By 1765, company 
forces had taken legal control of the vast 


BY DANIEL C. MUNSON 


BOOK REVIEW 


Mughal Empire, placing its thousands of 
local Indian leaders and administrators 
under the control of a few hundred Com¬ 
pany men. 

A complicated historical tale can some¬ 
times be captured in a single biography. 
Robert Clive was a belligerent and impa¬ 
tient youth who joined the East India 
Company in the 1740s as a lowly clerk. He 
was sent to India, where martial scuffles 
revealed his leadership skills. His com¬ 
pany militia retook Calcutta from a war¬ 
lord and captured Mughal and French 
strongholds. Some 20 million people lived 
in these prosperous lands thus brought 
under company management, and Clive 
and his colleagues helped themselves to 
all they could extract. On returning to 
England he was vilified and caricatured 
a crass Nabob. Clive died in 1774—Dal¬ 
rymple argues by suicide—a wealthy but 
tortured man. 

The Anarchy is replete with financial 
history lessons. The expense of equip¬ 
ping a British ship for trade to south Asia 
was such that the East India was struc¬ 
tured as an early joint stock company to 
spread widely the costs and risks. Her 
ships required extensive provisions for 
the journey as well as silver and gold to 
buy cottons, dyes and tea, bullion per ship 
worth millions today. (Indian taxes later 
paid for these goods.) 

Londoners initially regarded the East 
India as simply an investment company, 
with an unobtrusive office that tallied 
profits and declared dividends. Company 
success encouraged leverage, and by the 
1770s debts were such that a drop-off in 
revenue due to a severe drought and fam¬ 
ine along the Ganges caused red ink to 
spill in frightful amounts. Parliament—in 
exchange for regulatory authority—lent 
the needed money to an East India Com¬ 
pany that was by then, indeed, too big to 
fail. 

Parliament’s acquisition of oversight 
powers paved the way for Britain’s even¬ 
tual dismantling of the company. During 
the late 18th and early 19th centuries, 
members of Parliament often grumbled 
about the influence that East India money 
had over other members and, therefore, 


over the entire country. Parliament modi¬ 
fied the company’s charter in 1833, cancel¬ 
ling its right to trade. Finally exasperated 
by the company’s vicious crack-down on 
the “Indian Mutiny,” or “Great Upris¬ 
ing,” of 1857, the company navy was dis¬ 
banded and the army folded into the 
British military. 

The reader is permitted to glimpse the 
primitive realities that required a com¬ 
pany militia in the first place. The Span¬ 
ish, Dutch and Portuguese developed the 
trade routes used by the British, and the 
Dutch East India Company was initially 
much stronger. Ships at sea robbed from 
one another with impunity; the Dutch 
even ventured up the Thames to attack 
British ships. 

Dalrymple’s skilled use of 17th and 18th 
century Indian and British source material 
produces detailed and interesting profiles 
of the region’s leaders. Emperors and 
warlords exhibit all the familiar character 
flaws, and their stories can remind the 
reader of classic tragedy. At the same time, 
this intricate history and its many players 
and place names requires diligence on the 
part of the reader. 

The “pillage” referred to on the book 
jacket really began in earnest with Clive’s 
military victories in 1757, pillage often 
committed by Britons acting without 
company sanction, pillage that resulted in 
handwringing by some company leaders. 

One such leader was Warren Hastings, 
perhaps the most interesting character in 
this often-troubling tale. A classically edu¬ 
cated and abstemious Englishman who 
loved India and mastered Indian lan¬ 
guages, he was appointed by Parliament 
to lead the company and rein in Clive-era 
excesses. Hastings nevertheless later used 
his skills to bully Indian royal families and 
extract huge sums. 

Legendary parliamentarian Edmund 
Burke fiercely objected and initiated 
impeachment proceedings against Hast¬ 
ings in the House of Commons, requir¬ 
ing—just as in the United States—evidence 
of “High Crimes and Misdemeanors.” 

Readers of The Anarchy can put them¬ 
selves in the House of Lords and decide 
whether to convict him. $ 
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The Bank War and the Partisan Press: 
Newspapers, Financial Institutions and 
the Post Office in Jacksonian America 

Stephen W. Campbell 
University Press of Kansas, 2019 
222 pages 

Readers who appreciate a new inter¬ 
pretation of a familiar event in America’s 
financial history will welcome The Bank 
War and the Partisan Press. As noted in 
the subtitle, Stephen W. Campbell’s deeply 
researched work illuminates the role of 
newspapers, financial institutions and the 
US Post Office in the argument over the 
continued existence of the Second Bank 
of the United States (BUS). No author 
can dispute the outcome of the struggle 
between President Andrew Jackson and 
BUS President Nicholas Biddle. But this 
one views their dueling statements and 
actions through a different lens than those 
who have focused only on the differences 
between those two stubborn men. He sup¬ 
plements the traditional version of the story 
by delving into each man’s use of emerging 
national institutions to communicate his 
points of view. Using some unusual aspects 
of newspapers and the post office, each was 


able to spread his arguments in favor of— 
or in opposition to—the re-charter of the 
BUS to readers and voters across the coun¬ 
try. Campbell believes that gaining a better 
understanding of this “Second Bank War” 
will enhance our knowledge about both 
this classic struggle and the widespread 
contemporaneous conflicts between people 
with differing views of the government’s 
role in the financial system. 

The author devotes a good percentage of 
his narrative to examinations of both news¬ 
papers and the post office in the 1830s. Pri¬ 
vately financed newspapers relied on sub¬ 
scriptions and advertising for much of their 
revenue. Campbell describes how most of 
them also depended on federal subsidies 
to make ends meet. Much of that funding 
consisted of printing contracts from Con¬ 
gress and a variety of executive department 
agencies. He also tells how the post office 
provided newspapers with additional fund¬ 
ing. This help took the form of advertise¬ 
ments describing the creation of new postal 
routes, the extension of the franking privi¬ 
lege to members of Congress, subsidized 
costs for delivering newspapers and the free 
exchange of published articles among edi¬ 
tors in various locations. That government 
agency also granted lucrative mail deliv¬ 
ery contracts to favored editors and even 
appointed some of them as postmasters. 

Reading that history enables the reader 
to appreciate more fully Campbell’s story 
of two newspapers that spent much of 
1831-1833 endorsing and communicating 
the arguments against (the Globe) and in 
support of (the National Intelligencer) the 
continued existence of the BUS. He pres¬ 
ents those papers’ interactions with Jack- 
son and Biddle as examples of the inter¬ 
mingling of public and private interests 
in fostering arrangements that benefitted 
all parties. Many editors were currying 
favor with politicians whose ideas they 
favored; and many politicians responded 
by enhancing the business opportunities 
available to those supportive editors. 

President Jackson first articulated his 
belief that the BUS was both unconstitu¬ 
tional and ineffective in December 1829; he 
repeated those assertions more forcefully in 
December 1830. Almost from its inception 


around that time, the Globe’s founding edi¬ 
tors—Amos Kendall and Francis Preston 
Blair—devoted their Washington-based 
paper to spreading President Jackson’s 
arguments against the continued existence 
of the “monster” that was the BUS. Jackson 
appreciated Kendall’s and Blair’s endorse¬ 
ment of his opinions and welcomed them 
as members of his so-called Kitchen Cabi¬ 
net of unofficial advisors. Campbell sprin¬ 
kles several chapters with the details of the 
favors the president awarded the Globe and 
its editors from 1831 until 1835. 

Meanwhile, BUS President Nicholas 
Biddle was using the Philadelphia-based 
National Intelligencer to transmit his own 
arguments in favor of the bank’s continued 
existence. In one of the earliest examples of 
an intensive business lobbying campaign, 
he used the ability to send reprints of 
favorable articles about the BUS to news¬ 
paper editors across the country. Biddle 
also made great use of the bank’s network 
of 25 branch offices, which served not only 
as banks, but as public places for sharing 
news and shaping public opinion. 

After detailing many techniques the 
Globe and the National Intelligencer used 
to transmit and publicize the arguments 
over the BUS, Campbell faithfully reports 
these familiar outcomes of the bank war: 

• In 1832, Congress approved Biddle’s 
request to extend the bank’s charter 
long before it would expire in 1836. 

• President Jackson vetoed that bill. 

• During the next 14 months, Jackson 
and Biddle continued to battle over the 
nature of the bank’s functions. 

• In September 1833, the President began 
transferring the government’s depos¬ 
its from BUS branches to state banks 
whose owners supported his policies. 

• The emasculated BUS existed for several 
more years, but it never again acted like 
a de facto national bank. 

Even while relating these outcomes, the 
author reiterates his main thesis; histo¬ 
rians have not given sufficient attention 
to the way both Jackson and Biddle used 
their levers of authority and power to dis¬ 
seminate their messages of support and 
opposition to the existence of the BUS. $ 
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“Alexander Hamilton was the architect of the 
American financial system that endures to this 
day . . . Sylla and Cowen provide helpful historical 
context, but they largely let Hamilton's genius 
speak for itself. From short essays that resemble 
the modern op-ed to legal documents to his 
reports to Congress as Treasury Secretary, the 
book offers a compelling window into Hamilton's 
visionary thinking on economic matters.” 

—Robert E. Rubin, co-chair emeritus, 
Council on Foreign Relations, 
and former U.S. Treasury Secretary 


“This is undoubtedly a treasure trove for financial 
and public policy geeks, and the book will also 
help lay readers go beyond the hit musical in 
understanding Hamilton's lasting significance.” 

—Publishers Weekly 

“Hamilton's writings always impress for their 
clarity of argument and, especially, for their 
prescient vision of the future of the American 
economy. Thanks to Richard Sylla and David J. 
Cowen for reminding us of that.” 

— Ben Bernanke, former chairman of the Board of 
Governors of the Federal Reserve System 
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